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EBASCO SPECIALISTS CAN HELP YOUR BUSINESS PICTURE 


A good businessman gives special problems to specialists. He knows that resultsare better. 
Because he and his top men are free for other important duties, his whole organization 
benefits. For nearly half a century EBAsco consultants have focused their talent and 
skill directly on troublesome business problems... have solved them quickly, economi- 
cally and efficiently. Solved them, moreover, without adding permanently to company 
payrolls, or disturbing existing company procedures. 


Are you planning to expand your present market... modernize your plant... construct 
a new one? Esasco can help with each job from initial planning to completion. Thinking 
of inaugurating an industrial relations program... or making extensive cost studies? 
Esasco will do any part or all of a job, for large companies or small. 


Esasco has accumulated in a single organization all the outside assistance you need to 
solve any business problem and serves virtually every type of business and industry, 
in all parts of the world. 

To find out how Ebasco can serve you, send for your free copy of ““The Inside Story of 
Outside Help.’’ Address: Ebasco Services Incorporated, Dept. W, Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


—— in, INCORPORATED 
a BR New York + Chicago - Washington, D.C. 
Gan? Appraisal - - Business Studies - Consulting Engineering - Design & Construction - Financls! 
ndustrial Relations - Inspection & Expediting - insurance, Pensions & Safety 


“tueey cons™ note Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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oped by B&W Research. This simple, 
highly efficient device is typical of 
the manner in which B&W's progres- 
sive research pushes the science of 
steam generation to ever higher 
levels of economy. 





For those seeking the high steam-cycle efficiencies obtainable 
with steam pressures over 2000 psi, B&W offers unparalleled 
design and operating experience . . . drawing upon a back- 
ground extending over the last 14 years with units to serve 
over 8,000,000 kilowatts of generating capacity. 

The outstanding performance records of the 12 B&W instal- 








lations already operating in this range have given strong 
impetus to the present trend toward use of pressures over 
2000 psi . . . have resulted in orders for more than 50 addi- 
tional B&W units with design pressures up to 2700 psi. 
B&W’s many years of experience in designing and building 
boilers for economical, high-pressure steam generation, as 
exemplified in the list on the opposite page, are at your service. 
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Owner 
Diamond Alkali Co. ........... 


B&W BOILERS WITH DESIGN PRESSURES 
OVER 2000 PSI 





Boiler Design 
Pressure 


Indiana & Michigan Electric Co. ............. Or eee - 
Agpetatitan Tisctsse Pewee Ge. 2... 2 ccc cccccccccccccscessves 
Indiana & Michigan Electric Co. ... 


Wee GD FE GI. cc cccccccccccse Ra 9 Mn ets 


Commonwealth Edison Co. ... 


Indiana & Michigan I ius scicenesecaceuuns 
Appalachian Electric Power Co. ... 


Commonwealth Edison Co. ...... 
The Ohio Power Co. . 


Public Service Co. of No. Illinois .................... 


Indiana & Michigan Electric Co. . 


Consolidated Edison Co. of N. Y. ... 


Philadelphia Electric Co. . 


Consolidated Edison Co. |S Sa are 


Pennsylvania Electric Co. ... 


Philadelphia Electric Co. ..............0s0000e:. 


Sita eka ciodecdccees eats aeaadtea ish Sse AEE 


Appalachian Electric Power Co. . 
Commonwealth Edison Co. ...... 


Tennessee Valley Authority ........... 


Commonwealth Edison Co. ...... 
Detroit Edison Co. ............. 
Jersey Central Power & Light Co. 
Georgia Power Co. ............ 
Southern California Edison Co. . . 


Narragansett Electric Lighting Co. ..... Pisccoieee: 


Public Service Co. of No. Illinois 


Tennessee Valley Authority ....... errr nit whee es 
EN, air oon5406Kb66 RNS C5 ON NAO abc even 


Pacific Gas & Electric ...... 


Public Service Elec. & Gas ........... 
Appalachian Electric Power Co. .... 


Tennessee Valley Authority ..... 
Tennessee Valley Authority ... 
Georgia Power Company ..... 
Tennessee Valley Authority - .. 
The Ohio Power Co. ......... 


The Ohio Power Co. .......... — 


GP PS. Wacéonnisecsnes 


2200 
2650 
2300 
2300 
2300 
2125 
2300 
2300 
2125 
2300 
2050 
2300 
2050 
2075 
2050 
2080 
2075 
2050 
2400 
2125 
2050 
2125 
2050 
2225 
2100 
2050 
2350 
2125 
2050 
2300 
2050 
2700 
2400 
2050 
2050 
2100 
2050 
2400 
2400 
2300 


TOTAL GENERATING CAPACITY SERVED: OVER 8,000,000 KILOWATTS. 

















COUPLE of years ago our esteemed 
A contemporary, Fortune magazine, 
dropped a minor bomb into public rela- 
tions circles with a series of articles deal- 
ing with the question of whether industry 
was really in communicative contact 
with its customers and its employees. 
Industry was certainly spending enough 
money on publicity and allied programs. 
It was certainly doing enough talking 
and writing. But was anybody listening ? 


THAT was the question which caused 
many a front office management to do 
some serious thinking on the techniques 
as well as the philosophy behind busi- 
ness attempts to address the public or 
any part of it. Without going into the 
merits of Fortune’s conclusions or criti- 
cisms of publicity and public relations 
practices then prevailing, it will probably 
be agreed that the result was a net gain 
in that it provoked some wholesome soul 
searching. More objective reappraisals 
were undertaken as to what industry was 
doing to tell its story and how it was 
doing it. 


ANOTHER practical result of this kind 
of re-examination was the rediscovery of 
some old-fashioned mechanics for mak- 
ing friends and influencing people. Ac- 
tually, every human contact is a valuable 
one for purposes of transmitting 
thoughts. And it is especially valuable if 
it is agreed and understood that the 
transmission should always be a two-way 
communication facility. In utility public 
relations work it has long been recog- 
nized that the most humble employee 
may be the unconscious ambassador of 
good will (or the reverse) as far as the 
utility’s customers are concerned. 


HERE are other contacts : the month- 

ly bill, service installation and re- 
pairs, and so forth. All have potential 
value for transmission of ideas. The 
opening article in this issue is the result 
of a survey of how these contacts may 
be cultivated in the utility business. It is 
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HENRY OBERMEYER 


based on information provided by 125 
operating utilities. HENRY OBERMEYER, 
author of this article and vice president 
of Bozell & Jacobs, Inc., nationally 
known advertising and public relations 
firm of New York, is an alumnus of 
Columbia University School of Journal- 
ism and the late lamented New York 
Sun. 


AFTER some journalistic experience 
abroad, Mr. OBERMEYER started in the 
utility business with the Henry L. 
Doherty Cities Service interests, became 
editor of the American Gas Association 
Monthly, and eventually assistant vice 
president and director of system adver- 
tising for the Consolidated Edison Com- 
pany. He has been active for many years 
in organized advertising. As president 
of the Public Utilities Advertising Asso- 
ciation, he initiated that organization’s 
survey of publicity expenditures. He is 
a member of the New York City College 
faculty where he teaches advertising 
management. 


x * *k x 
N”™ only water utilities and electric 


utilities, but indirectly other utili- 
ties have a vital stake in the water supply 
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ls your financial information 


up to the minute? 


@ Data on public utility securities are 
compiled at the close of each month by 
Irving Trust Company and mailed 
promptly to many people who are daily 
concerned with utility financing. 


Information includes an index of yields 
on various grades of utility bonds, pre- 
ferred and common stocks . . . pertinent 
statistics on new electric and gas issues 
...asummary of reports on the recep- 
tion of the issues. 


If you are not receiving these timely 
monthly studies, drop a line to our 
Public Utilities Department . . . we'll be 
glad to add your name to our mailing 
list for the Security Price Data Sheet. 


ONE WALL STREET ¢ NEW YORK 15, N. Y. 


Capital Funds over $ 120,000,000 
Total Resources over $1,300,000,000 


WituraM N. Enstrom, Chairman of the Board 
Ricwarp H. West, President 
Public Utilities Department 
Tom P. Waker, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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8 PAGES WITH THE EDITORS (Continued) 


problem in shortage areas. Three months 
ago in Boston, at a meeting of the Amer- 
ican Research & Development Corpora- 
tion, Dean Edward R. Gilliland of the 
Massachusetts Institute of Technology 
announced a new and relatively inex- 
pensive process for extracting brine and 
other mineral deposits from sea water, 
thereby rendering it both drinkable and 
suitable for irrigating the soil. Perhaps 
the hopes raised by this discovery, or 
several alternative proposals which Con- 
gress heard about during recent consid- 
eration of measures to authorize desalt- 
ing experiments, are premature. But we 
do get a vision of a limitless method of 
reclaiming desert areas. We also hear 
wonderful things about a new synthetic 
substance called krilium, which is sup- 
posed to restore fertility instantly to 
worn-out farms. 


SCIENTISTS are also talking about the 
inexhaustible nutritional possibilities of 
plankton, that great body of self-re- 
plenishing food supply which floats in the 
seas. So, it is possible that Providence 
has again provided man with a means of 
physical redemption—routing the fears 
of neo-Malthusian doctrinaires who pre- 
dict eventual world starvation as the re- 
sult of increased population and the de- 
struction of natural resources. 


GetTING back to a shorter-range prob- 
lem of more immediate interest to utili- 
ties, the second article in this issue deals 
with the possibility of desalting ocean 
water as an alternative to direct irriga- 
tion programs (mostly of the Reclama- 
tion Bureau). The author is ALFRED M. 
Cooper, California business writer, now 
resident in Desert Center. 


* * * * 


oo article by JAMes H. CoLtins, 
another California business writer, 
which begins on page 616 of this issue, 
is another in a series of discussions which 
we have been presenting dealing with 
practical steps taken by public utilities 
for improving the understanding of em- 
ployees of important policy matters af- 
fecting the welfare and security of the 
business. 


Mr. Cottins takes up an interesting 
MAY 8, 1952 





ALFRED M. COOPER 


case study of a “house publication” and 
its impact on employee relations of a 
large California utility. What it con- 
tains and how it is put together, and the 
general editorial slant are reviewed by 
an author who is an old hand, himself, at 
the smart editorial approach. 


* * *k x 


ee decision of the Fed- 
eral Power Commission voluntar- 
ily relinquishing jurisdiction over the 
regulation of the nation’s largest inde- 
pendent producer of natural gas is now 
before the court of appeals. The so- 
called Phillips Case, which started before 
an FPC examiner at field hearings in 
Oklahoma, has become a cause célébre 
in the annals of both the gas industry and 
regulatory jurisprudence. ErNest W. 
Farr, Oklahoma business writer, gives a 
chronological account of this case for 
purposes of the record, in view of its 
outstanding importance. 


” PORTANT decisions preprinted from 
Public Utilities Reports, may be found 
in the back of this number, 


THE next number of this magazine 
will be out May 22nd. 


yea 
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here time and production 
counf... 


typing is electric 


pewriter...is the Remington Lltehi-comrmy 


PublicUtilities dre among the first to realize the value of one of their principal 
commbdities—Fower! That’s why more and more of them are turning to power- 
drivegRemingtpn Electri-conomy typewriters for more work, better work, 
in leMftime and with less effort. It’s the true key to better performance... 





for your 


e Correspondence 

e Customer records 

e Estimates 
Legal Documents 
Material Requisitions 
Personnel records 
Property records 
Purchase orders 
Reports 

e Shipping orders 

e Vouchers 





SEND FOR FREE BOOKLET 
For your copy of “Take A Letter” (RE 8499), 
address requests to Remington Rand, Room 2087, 

315 Fourth Ave., New York 10. 


Blemingtor Rand 


THE FIRST NAME IN TYPEWRITERS 
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Coming IN THE NEXT ISSUE 


* 


PACIFIC NORTHWEST IN THE BIG SQUEEZE OF BIG GOVERNMENT 


According to Frank McLaughlin, president of Puget Sound Power & Light 
Company, the public rather than the investors in privately owned utilities 
may become primary victims of a Federal policy of public power expansion 
plans designed to chase private enterprise in the power industry out of the 
Pacific Northwest. The private investors can write off their loss of business. 
But the public can never write off the possible resulting loss of economic 
liberty. Mr. McLaughlin's article is a sober and thoughtful message about 
what may happen to an entire area when it falls under the domination of a 
government monopoly with the "absentee ownership" pushing the buttons 
and pulling the strings from Washington, D. C. 


AN ANALYST TAKES A CRITICAL LOOK AT UTILITY EQUITIES 


Here is a message to regulatory commissioners, legislators, and utility man- 
agement on what the investor thinks about, these inflationary days, when 
regulatory restrictions on earnings seem to be growing more rigid while the 
nonregulated industrial enterprises keep pace with rising prices. Frank D. 
Chutter, utility specialist for the Massachusetts Investors Trust, gives 
us a penetrating X-ray picture of what the utility business needs to retain 
its appeal for the investors. Since the utilities must raise vast amounts of 
equity capital to carry out necessary plant expansion over the next few 
years, this kind of advice is not only important but essential. 


THE UTILITY MAGAZINE IS GROWING UP! 


No longer is the utility employees’ magazine a simple round-robin paper 
containing birthdays, wedding announcements, and bowling scores. There 
is an important function for the magazine to perform in present-day opera- 
tions. John E. Boulet, of Central Surveys, Inc., Shenandoah, lowa, gives us 
practical suggestions on why the utility magazine had to be developed and 
how to develop it. Most organizations already have their company publi- 
cation setup fairly well established. But comparisons and suggestions are 
always interesting and sometimes helpful. 


* 


A ls O .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 


MAY 8, 1952 10 








by 8, 1! 











Ps 
2S, 


py 8, 1952 Public Utilities Fortnightly 11 








BUNCH doesn’t just come with a stan- 
dard number of grapes. 


unches vary in size. Some bunches are small. 
me are big. The same is true of your cus- 
mers’ bills. 


Proper analysis 


hen planning rate and promotional pro- 
ams, therefore, it’s mighty helpful to know 
st how your customers’ bills fall into various 
ilowatt-usage categories. 


fhe Recording and Statistical Corporation 
ill provide you with such information about 
our customers’ bills. Its special Bill Fre- 
uency Analyzer can process as many as 200,- 
0 bills a day, and the cost to you is far less 
an if the work were done in your own offices. 


100 Sixth Avenue 








How many is a bunch? 


May we send you complete facts about this 
accurate and economical method of compiling 
customers’ usage data? 


Write today for “The One Step Method of 
Bill Analysis.” It may save you time and 
money in the months just ahead. 


y 





4 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


Eprror1AL STATEMENT 
The Wall Street Journal. 


Harry FLoop Byrp 
U. S. Senator from Virginia. 


Les.tie GouLp 
Financial editor, New York 
Journal American. 


HERBERT HOOVER 
Former President of the 
United States. 


M. S. RUKEYSER 
Columnist. 


IrvinG S. OLps 
Chairman, United States Steel 
Corporation. 
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“The planned economy of Great Britain tinkered with 
the free market that is the economic clock and the other 
day the Chancellor of the Exchequer stood in the House 
of Commons and said in effect. ‘It’s later than you 
think.’ ”’ 

a 


“The American system, operating in the fullest freedom 
of democracy, stimulates individual initiative to the de- 
velopment and production of more of what we need, in 
peace or war, at a cost we can more easily afford from 
the earnings of our endeavors, ‘I am for that.’” 


* 


“One of the Washington rackets is the making of law 
by rulings of the little alphabetical bureaus and with the 
same bureaus acting as judge, jury, and prosecutor in 
cases involving these rulings. The power to make law 
should be taken away from the bureaus and returned to 
the constitutional process of law by Congress.” 


> 


“Communism is an evil thing. It is contrary to the 
spiritual, moral, and material aspirations of man. It can 
live only in a slave state. These very reasons give rise to 
my conviction that it will-decay and die of its own poisons. 
But that will be many years away and in the meantime we 
should adjust our expenditures to maintain our economic 
stability.” 

, 


“The defect of ‘economic planning’ in a free society 
is that the bureaucrats can authorize ‘prices,’ but cannot 
force customers to accept them. The logical alternative 
to a free society is one based on force—governmental 
compulsion. The prevailing illusion concerning a ‘mixed 
economy’ is that it is feasible to blend inharmonious ele- 
ments of two antithetical types of society.” 


* 


“Profit squeezing may be popular among the short- 
sighted, but it is exceedingly dangerous to the nation’s 
economy. It discourages new venture and thus tends to 
kill enterprise at its growth edge. There is no more cer- 
tain, more subtle way eventually to substitute some sort 
of Socialism for voluntary and competitive production 
in America than to eliminate the prospect of profit.” 


12 
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This announcement is under no circumstances to be construed as an offer to sell or as a solicitation of 
an offer to buy any of these securities. The offering is made only by the Prospectus. 


NEW ISSUE April 17, 1952 
200,889 Shares 


Carolina Power & Light Company 


Common Stock 
(Without Par Value) 





a Price $35.125 per Share 
er 
House The Prospectus may be obtained in any State in which this announce- 


ment is circulated from only such of the undersigned and other 
dealers or brokers as may lawfully offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Beane R. S. Dickson & Company 


edom Incorporated 


e de- Blyth & Co., Inc. The First Boston Corporation Goldman, Sachs & Co. 
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from Kidder, Peabody & Co. Smith, Barney & Co. 
A.C. Allyn and Company _ Bear, Stearns & Co. Central Republic Company 
‘law Drexel XC. Hornblower & Weeks Kirchofer & PO ye: A Inc. 
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When the problem is producing a superior printing job 
iety against a rush deadline, the answer is Sorg — specialists 
- for over thirty years in financial, corporate and legal 
‘ive printing. 
ital 
ced 









We're equipped to handle design, printing, binding and 
mailing all under one roof. And to further lift the pressure 
from our clients, we're available day and night. 






CONFIDENTIAL 
SERVICE 
SINCE 1970 
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JoserpH C. HUTCHESON 
Judge, United States Fifth Circuit 
Court of Appeals. 


Epitor1AL STATEMENT 
San Francisco Chronicle. 


GusTAv METZMAN 
President, New York Central 
System. 


DoucLtas MACARTHUR 
General, United States Army. 


ARNO H. JOHNSON 
Vice president and director of re- 
search, J. Walter Thompson Com- 
pany. 


W. G. CaPLes 
President, Inland Steel Container 
Company. 


DecHArpD A. Hutcy 
President, Chamber of Commerce 
of the United States. 
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“Under no circumstances should government be left 
free from restraint. We are in a movement towards cen- 
tralized government, toward a striking at and striking 
down of the individual—especially the lawyer.” 


* 


“|. in spite of the British government’s seizure and 
nationalization of industry after industry, there is nothing 
to show that production is any greater, or even so great, 
as it would have been under private ownership and man- 
agement.” 


* 


“Tt isn’t enough to be against nationalization, or think 
against it. We have to act against it. Repeated surveys 
have assured us that people want the railroads run by 
private enterprise. Yet events have been allowed to de- 
flect us dangerously from that path.” 


* 


“Reckless indifference to the preservation of constitu- 
tional liberty and our free enterprise economy, coupled 
with the rapid centralization of power in the hands of a 
few, is leading us toward a Communist state with as 
dreadful certainty as though the leaders of the Kremlin 
themselves were charting our course.” 


* 


“Americans must learn to live a third better—and soon 
—if we are to utilize our proven productive ability and 
if we are to avoid the devastating effect of unemploy- 
ment, along with the reduction of sales that could largely 
wipe out corporate profits and government revenues as 
well. The demand must be created for the goods and 
services we can produce.” 

* 

“In so far as security is concerned, I do not believe it 
jibes with our type of dynamic economy. Where we have 
expansion, we must inconvenience people, businesses will 
fail, certain industries will cease to exist merely by the 
fact that they become obsolete, In other words, the only 
real security is in continued change which results in more 
goods and this, of course, cannot be supplied by any single 
employer or within any single plant.” 


> 


“I have come to the conclusion that the big enemy of 
Capitalism in America today is not the soapboxer for 
Socialism, as such, The big enemy of American Capitalism 
is a strange and unusual idea. It is the idea that Capitalism 
can be endlessly diluted with distillates of Socialism, and 
still be Capitalism. Under this idea, Capitalism is sup- 
posed to be able to foot the bill for socialistic programs 
of all kinds, manners, and description, and still make jobs 
and pay interest on the savings of the millions.” 
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These motivating impulses are given expression 
and definition in management’s utilization of 
the services of the independent consulting en- 
gineering organizations with their staffs of tech- 
nically trained experts in the various fields of 
engineering. 

In such capacity the Peter F. Loftus Corporation 
has long been cooperating with the management 
and engineers of utilities, industrials, institutions, 
and governmental agencies in working out mod- 
ernization programs, new plant designs, expan- 
sions, and other projects. 





t new Booklet “Coordinated - Engineer- 
é-Services” illustrates and describes many 
these projects. 


Peter F. Loftus Corporation 


ESTABLISHED 1923 














the trend in modern steam generator design 


ie 
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places the spotlight on... ™~ 


FOSTER WHEELER combination radiant and conveci 






Today's central station calls for larger unit sizes of turbines and boi 

higher steam pressures and temperatures—and optimum quality and 
performance. To provide steam in the quantity, pressure, temperature o 

purity demanded, increased emphasis falls upon the design and function 

superheaters and reheaters. Their integration with other components of equipment and 

plant requires the high degree of skill and experience that comes only with years 

ot leadership in the field. 
































Foster Wheeler's pioneering effort in steam generator design, as reflected in the following 
record of achievement, has led the way for every major development in the reheat cycle. 


1902 — Superheated steam introduced commercially in the United States. 

1904 — Convection superheaters standardized with cast iron extended surface “neon 1? 
rings applied to steel tubes. Bare tubes were later used with improved 
design technique and improved metal selection. 

1919 — Radiant superheaters developed after long research and experimentation. 

1924 — Water walls and water backs applied to many types of furnaces 
burning various fuels. 

1926 — Radiant reheaters and radiant superheaters installed in one of the first 
large high pressure reheat units in the country. 

1946 — First large steam generator installed in a central station to operate 
over a wide load range at 1000 F final steam temperature. 


As a result of this 50 years’ background of experience and leadership, each new steam 
generator can be depended upon to have Foster Wheeler's integrated quality and performa 


FOSTER WHEELER CORPORATION ¢ 165 BROADWAY e NEW YO 








tot SUP can 
CATER mTemuey, —— 
“EaDER: 


One million Ib steam per hr 1525 
psig 1OO05F/1005F is the rated 
capacity of this unit now under 
construction for a large eastern 
central station. 







a7 









Public Utilities Fortnightly May 8, 19 








¢G QUVERS EVERY NEED 


for efficient, space-saving doors 






Cost - Cutting Doors 
for All Types of 

Buildings Shown in 
New Kinnear Catalog 


The famous interlocking steel-slat door (originated by Kin- 
near) has proved its many advantages in industrial, commer- 
cial and public buildings throughout the world. Coiling out 
of the way with smooth, vertical action, it offers maximum 
efficiency, protection, long service life and low maintenance. 
Users have found this increasingly true through more than 
half a century. Your free copy of this new catalog will give 
you latest, complete details on Kinnear Rolling Doors. Send 
for it today! 


The KINNEAR Manufacturing Co. 


=i “c KINNEAR 
2060-80 Fields Ave., Columbus 16, Ohio ane 
1742 Yosemite Ave., San Francisco 24, Calif. ROLLING DOOR 


Offices and Agents in All Principal Cities 
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This announcement is not an offer to sell or a solicitation of an offer to buy these securities, 
The offering is made only by the Prospectus. 


$60,000,000 


' The Columbia Gas System, Inc. 
34% Debentures, Series C Due 1977 


Dated April 1, 1952 Due April 1, 1977 


Price 100.929% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. INc. 


AMERICAN SECURITIES CORPORATION BEAR,STEARNS&CO. A.G.BECKER & CO. 


INCORPORATED 


COFFIN & BURR DICK & MERLE-SMITH HALLGARTEN & CO. 
INCORPORATED 
HORNBLOWER & WEEKS LADENBURG, THALMANN & CO. 
CARL M. LOEB, RHOADES & CO. L. F. ROTHSCHILD & CO. 
SCHOELLKOPF, HUTTON & POMEROY, INC. SHIELDS & COMPANY 


STROUD & COMPANY WEEDEN & CO. AUCHINCLOSS, PARKER & REDPATH 


INCORPORATED INCORPORATED 


BACHE & CO. BAKER, WEEKS & HARDEN BALL, BURGE & KRAUS 


COOLEY & COMPANY GREGORY & SON’ IRA HAUPT & CO. HIRSCH & CO. 


INCORPORATED 
NEW YORK HANSEATIC CORPORATION SWISS AMERICAN CORPORATION 
R.S. DICKSON & COMPANY E.F. HUTTON & COMPANY KEAN, TAYLOR & CO. 
INCORPORATED 


WM. E. POLLOCK & CO., INC. STERN BROTHERS & CO. 


April 17, 1952. 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 


is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





e ° 


DUDLEY F. KING 


Associates: 


JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS * PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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Vy CLEVELANDS’ wide range 
of speed combinations, their wide 
variety of trench sizes and their 
famous dependability assure you 
more trench. 















* Compact Design, 
Precision Control 
for the Tight Spots 





y Compact, correctly balanced, 
full crawler maneuverability and 
lower ground bearing pressure 
permit working in close quarters, 
in all soils and terrain—assure 
fast easy loading for quick jumps 
by truck and trailer—for wor 
in more places. 
























-4 and Durability for 
_ the Toughest Jobs 






Vy Correctly designed, built of 
finer, tougher materials CLEVE 
LANDS conserve fuel and sta 
running longer at less cost. 








The 80 Backfills— 


Tamps—travels— 
Simultaneously 












EVELAND MODEL 80 


eckfills « Tamps e Lays Pipe 
oes all types of Light 


ane work 
1e-Man Operated 


yves Time, Work and Money 
| all trench completion jobs 


Get the Full CLEVELAND Story from Your Local Distributor 


THE CLEVELAND TRENCHER CO. 
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plant design and layout 
Plans—drawings and specifications—are cold 
and impersonal, although they are efficient steps 
toward an end result. They are more than that when they 
represent the best thinking of men who have pride 
in seeing their efforts take shape in structure and equipment 
that produce the required results. 
We invite your inquiry... Write for our illustrated booklet describing 
our consulting and design engineering services. 
Address: Department E 
20 Pine Street, New York 5, N. Y. 
INVESTIGATIONS 
REPORTS 
FINANCING 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS 
RATES 
DEPRECIATION and yubsideaues 
VALUATIONS : 
CONSULTING & DESIGN ENGINEERING COMMONWEALTH ASSOCIATES INC. 
sanaieaaan COMMONWEALTH GAS CONVERSIONS INC. 


INDUSTRIAL & PUBLIC RELATIONS 
MERCHANDISING 

ADVERTISING 

GAS CONVERSIONS 





20 Fine Shed, New York 5, MY 
GacdunMudiyar — Weshinglom DO 
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The Hydra-Crowd — hy- 
draulic transmission of 
power fo the driving wheels 
— allows the operator of 
the Runabout, with a twist 
of the wrist, to keep it go- 
ing at top digging efficiency 
through varying soil con- 


ditions. 
SEND 
FOR BULLETIN! 


Send for Bulletin 705-A which 
describes completely all the 
advantages you gain when you 
use a Model 705-A Runabout 
C. Service Ditcher. 


203-A 








Barber-Greene 33:3 
Remaaut seence mehr 










(UNLAAAL 


finger-tip hydraulic control of 
crowding speed...independent 
of bucket line speed 


The Model 705-A Runabout now features the 
Hydra-Crowd, which provides an infinite range of 
crowding speeds from 0 to 16 f.p.m., independent 
of bucket line speed. With its 15 m.p.h. road 
speed and Verticcl Boom milling action — and 
new Hydra-Crowd control — the Runabout com- 
bines mobility and digging efficiency to make 
possible lowest cost per foot of trench in all dig- 
ging conditions the year around. 





Outstanding Runabout Performance Features 


All-Weather — All-Ground Digging * 15 m.p.h. 
road speed * One-man operation « Control of dig- 
ging from cab or ground * Fastest digging in every- 
thing from loam to coral rock * 542”, 742”, 1042” 
cutting widths * Instant stop—quick reverse ¢ Digs 
clean trench — no ramp to be dug by hand. 











Barber-Greene Company 
Aurora, Illinois, U.S.A. 
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ANOTHER 


KOENIG FRONT-MOUNT 
FIRST! 


REVERSIBLE CRANKSHAFT-DRIVE WINCH ASSEMBLY 
IN DEMAND FOR UTILITY PICKUP USE 


Four years of successful performance of the crankshaft-driven 
reversible R-100 King Front-Mount Winch Assembly on the civilian 
Jeep and utility pickup truck has increased the demand for this 
application by the utilities. 


The R-100 Assembly incorporates the Borg-Warner Dual Friction 
Reversing Clutch, giving forward, reverse and neutral positions. 
This assembly is available for pickups with 3-speed transmissions, 
4-speed transmissions equipped with R-3 Marmon-Herrington Con- 
version, and other applications where only a single direction of 
power drive is available. 


Lever A controls forward, reverse and neutral positions of the 
special clutch. Lever B, the drum clutch release lever, can be dis- 
engaged only when cable is not in tension. Lever C engages and 
disengages sliding clutch in relation to motor connection. 


Cab controls, not included, can be installed from levers A and C to 
dash after assembly installation. By including pipe bumper with as- 
sembly, an excellent base is obtained for anchoring boom or A-frame 
for hoisting. 


USEFUL FOR: 


Hoisting transformers and 
similar equipment 


Pulling cable through conduit 
Backfill work 


Getting in and out of tough 
locations 


Moving other equipment over 
rugged roads or no roads 


"Factory Fit'’ King R-100 Front-Mount 
Winch A blies are available for all 
Ya ton and light % ton Ford, Chev- 
rolet and GMC truck use. 





Write or wire today for bulletins on 
the King R-100 Front-Mount Winch 
Assembly to fit your truck, 


IRON WORKS 


2214 Washington Avenue 


Houston 10, Texas 
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— Minutes 


In a few minutes you can see for your- 
self what International Trucks have 
that no other trucks can give you. 
You need only visit an International 
Truck Dealer or Branch. There you'll 
get the facts on the lower operating 
and maintenance costs, and longer 
truck life you get from the International 
Truck engineered for your job. 

A few minutes will pay off in years of 
better truck performance. So stop in 





pat off 
for years: 


@ Check these exclusive 

- advantages of Internationals: 

@ All-truck engines built by the world’s largest exclusive truck 
engine plant. 

@ The “roomiest, most comfortable cab on the road”—the 
Comfo-Vision Cab. 

@ Super-steering system—more positive control, easier han- 
dling and 37° turning circle. 

@ Traditional truck toughness that has kept International first in 
heavy-duty truck sales for 20 straight years. 


3 
ee 


soon. he @ The truck engineered for your job . .. 115 basic models, 
pa from 2-ton pickups to 90,000 Ibs. GVW ratings. 
INTERNATIONAL HARVESTER COMPANY « Chicago @ America's largest exclusive truck service organization. 
Ss 
| International Harvester Builds McCormick Farm Equipment and Farmall Tractors . . . Motor Trucks . . . Industrial Power. . . Refrigerators and Freezers 


INTERNATIONAL +> TRUCKS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





More than One Million Now on the Road 


Model L-120, 127 inch wheelbase, special 
utility body, 5,400 pounds GVW. 
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UTHWESTERN PUBLIC SERVICE COMPANY 
Amarillo, Texas 
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@ This forward-looking organization is ~~~ _. lower radio maintenance costs 








another one of the many Public Utilities. - mere consistent radio operation. 
i enjoy the advantages of the ty _ There are L-N Alternator Systems rated at 
ternavor System. -« ‘50 amps. and. 80 amps. for 6-volt systems; 
On your two-way radio cars and trucks . 60 to 150 amps. for 12-volt systems. 
geyser high ~~“. por"ell ‘chs faces, wrivel The’ Léece Neville! 
e L-N Alternator System will give you: Company, Cleveland 14, Ohio. Automotive 
25 to 35 amperes with engine idling Electric Equipment for Over 40 Years. 
new freedom from battery troubles Distributors in principal citées 
longer battery life 5 See . Service Stations ooo. 
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ALTERNATOR SYSTEMS * GENERATORS + STARTING MOTORS 
PELE - REGULATORS « SWITCHES » FRACTIONAL HP MOTORS 
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You can rely on 
LEFFEL Hydraulic Turbines 


To be sure of top power and minimum 
trouble specify Leffel hydraulic turbines, 
Leffel turbines have an unparalleled 
record of efficient year-in year-out 
service. And when power means profit 
—an ever-dependable Leffel is what 
you need. 


Leffel offers you a wide range of ca- 
pacities in hydraulic turbines and a 
complete line of turbine accessories. 
Our plant is entirely modern and well- 
equipped. Our staff is made up of ex- 
perienced, highly-competent engineers, 
ready to give you expert help on com- 
plete new turbine installation or mod- 
ernization. And continued interest in 
Leffel turbines after installation is part 
of our service. 


Leffel puts 90 years of complete hy- 
draulic turbine experience at your dis- 
posal. Inquire now, without obligation. 


THE JAMES LEFFEL & CO. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


EFFICIENT HWYDRAUVIIC POWER FOR 3 YEARS 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW ISSUE April 16, 1952 





800,000 Shares 


Southern California Edison 
Company 


Common Stock 
($25 par value) 


Price $34 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation Harris, Hall & Company 


(Incorporated) 


Dean Witter & Co. Blyth & Co., Inc. 


William R. Staats & Co. 

















A 975,000-Ib-per-hr 


vertical deaerating . 
feedwater heater 
mounted on its hori- 


zontal storage tank. fee 





ELLIOTT DEAERATING 
¢ FEEDWATER HEATERS 


are the unsleeping guardians of valves, piping, boiler 


tubes, turbines — all water and steam handling appara- 
tus, in many hundreds of power stations from one end 


of the country to the other. 





The principle of deaeration — the removal of corrosion-causing oxygen 
from feedwater — was established and first carried out by Elliott engi- 
neers thirty years ago. Naturally, with this lead, Elliott deaerating heaters 
of today embody every development which skilled enginsesing plus unequ- 
alled experience can devise. 


ELLIOTT Company : 


Deaerator and Heater Dept. Plants at: JEANNETTE, PA. « RIDGWAY, PA. L 
AMPERE, N. J. ¢ SPRINGFIELD, O. ¢e NEWARK, N. J. 


JEANNETTE, PA. DISTRICT OFFICES IN PRINCIPAL CITIES 
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7 —— Utilities Advertising Association begins annual convention, Minneapolis, Minn., 





United States Ind andions Telephone Association ends executives’ conference, © 
Colorado Springs, Colo., 1952. 





Controllers Institute of America ends Pacific coast conference, Los Angeles, Cal., 1952. 





pace Electric Institute, Purchasing Stores Committee, begins meeting, New Orleans, 
a., 





Liqueficd Petroleum Gas Association begins its annual convention and trade show, 
Chicago, Ill., 1952. 








Pennsylvania Gas Association begins meeting, Wernersville, Pa., 1952. 
AGA, Natural Gas Department, begins spring meeting, Los Angeles, Cal., 1952. 





Wisconsin State Telephone Association begins annual convention, Madison, Wis., 1952. 








Pennsylvania Electric Association, Electrical Equipment Committee, begins meeting, 
Pittsburgh, Pa., 1952. 











American Gas Association begins executive conference, Ahwahnee hotel, Yosem- ey 
ite Valley, Cal., 1952 





wag  < eed Institute will hold twentieth annual convention, Cleveland, Ohio, June 


< 








National District Heating Association will hold annual meeting, Skytop, Pa., June 
3-6, 1952. 





q Kansas- > pea Telephone Associations begin annual joint convention, Kansas City, 
can., 





International Organization of Renta will hold triennial mecting, Columbia 
University, New York, N. Y., June 9-21, 1952. 











Gas A tpplionce Manufacturers Asso, begins meeting, Colorado Springs, Colo., 1952. 
New Vor State Telephone Association begins annual convention, Elmira, N. Y., 1952. 
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Steel Mill Nocturne 


Will the seizure pattern spread? 





Public 
Utilities 


FORTNIGHTLY 


Vor. XLIX, No. 10 


How Can We Stop the “Line 


Losses” in Customer Relations? 


All the successful practitioners of good customer relations 

agree that there is no substitution for old-fashioned bell ringing, 

hand shaking, meeting people, and making as many friends 

as possible. Is the success of utility public relations really very 

much different? Here is an article based on information pro- 

vided by 125 operating utilities on how contacts are maintained 
with their customers. 


By HENRY OBERMEYER* 


HILE so much is being talked 

and written about keeping the 

public informed and bringing 
utility companies and their customers 
closer together, there has grown a 
suspicion that, in some directions at 
least, a gap—threatening to become a 
gulf—has come between the two 
parties, resulting largely from con- 
siderations of economy. It is even 


——— 


*For personal note, see “Pages with the 
Editors,” 
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possible that such economies may 
prove to have been ill-considered and 
actually expensive in the long run. 

It is our purpose here to examine 
certain policies and practices that have 
been adopted in recent years by a large 
majority of electric and gas companies 
in all parts of the country. The con- 
clusions are based on information pro- 
vided by 125 operating utilities. 

For a considerable period prior to 
World War II, the companies made 
MAY 8, 1952 
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effective use of certain media and con- 
tacts that were either unique in the 
utility industry or most highly devel- 
oped there. Chief among them were: 


l The monthly bill. Since this was, 
e basically, a sore point, the indus- 
try decided to make a virtue of it. It 
instituted an educational program to 
demonstrate the essential economy of 
utility service, how much it accom- 
plished in home and industry, how lit- 
tle it cost in daily or hourly units of 
convenience and productivity. 


2 The bill insert. The biggest item 
¢ of expense in advertising is cir- 
culation, as distribution is in business. 
Since most bills were mailed in en- 
velopes, and the weight of the bill was 
well below the postal limit, it was a 
simple matter to add a stuffer that 
carried an advertising message of a 
merchandising or institutional charac- 
ter. This had the psychological im- 
pact of arriving at the time when, gen- 
erally speaking, the peak of attention 
was directed by the customer to his 
utility service. Properly used, it may 
even have softened the blow. 

It is to be doubted whether the com- 
panies who used it ever entirely ap- 
preciated the value of this medium. 
Others did, however. From time to 
time, a company in some other busi- 
ness offered to pay handsomely for 
such advertising space; and com- 
munity drives came to look upon the 
electric and gas bill insert as their first 
line of offense. It was the one adver- 
tising medium that was perfectly 
timed and functioned without waste 
circulation. Readership studies showed 
a high percentage of attention; in fact, 
one agency, though deriving most of 
MAY 8, 1952 


its income from commissionable news- 
paper space, advised its client that the 
bill enclosure exceeded all other media 
in practical performance. 


3 Appliance servicing. This brought 
e the company’s employees into 
the customer’s home or place of busi- 
ness under usually friendly and favor- 
able circumstances. It was understood 
as part of the arrangement that the 
user bought and paid not only for so 
many kilowatt hours or cubic feet, but 
for satisfactory performance of gas or 
electric service at the point of utiliza- 
tion. Most companies took pride in 
sending their men promptly in re- 
sponse to a call and took pains to quote 
from the many letters of commenda- 
tion received. It was good business, 
moreover, to keep appliances at work 
using those units of heat and energy 
that made the meter dials spin. 

Most electric companies replaced 
fuses, and some even lamp bulbs. 


4 Merchandising appliances. Here 
e was another favorable contact. 
Well-trained and enthusiastic com- 
pany representatives were given the 
opportunity to speak to thousands of 
eagerly listening householders each 
year about the wonders of electric 
and gas service. They were perform- 
ing a public service, and building a 
foundation for their own future at the 
same time. Fervor was contagious. 


Home service. Cooking classes 
5. and home demonstrations by 
qualified economists spoke the home 
maker’s language. Here, above all, the 
customer and the company were on 
common ground. Many doubts, differ- 
ences, and misunderstandings were 
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“ironed out” in the laundry and 
kitchen of the company’s auditorium 
or in the home. 


Plant visits. Open house pro- 

e grams gave stockholders a 
chance to look at their investment, and 
customers an opportunity to visualize 
a “rate base” in terms of brick and 
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mortar and intricate equipment that 
looked as expensive as it really was. 
These visits also enabled the company 
to act as host in its own home for spe- 
cial groups of influence leaders—those 
whose praise or criticism carried 
weight with the greatest number. 
Schoolchildren, too, taken on a trip 
through the generating station or gas 
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plant, carried away impressions that 
often lasted a lifetime, and sometimes 
determined a career. 

Most of these contacts and practices 
were fairly general, if not common- 
place, during the years before the war. 
Even in the thirties, however, there 
was already a perceptible trend in the 
direction of modifying or giving some 
of them up. This trend was not a con- 
certed policy nor even a consistent one, 
because the reasons given differed 
from place to place. 

Post-card billing and bimonthly 
billing were unquestionably inspired 
by a desire for economy as labor costs 
had become a major element in mount- 
ing expenses of utility operation. 

Changes in servicing were often 
motivated by economy, but other con- 
siderations entered, too. Since new 
appliances were generally not avail- 
able during the war years, keeping the 
old ones in good working order be- 
came a pressing need from the con- 
sumer’s point of view. But many deal- 
ers, whose shelves were empty, went 
into the servicing business, often with 
the encouragement of the utility which 
saw in this the double-barrelled oppor- 
tunity of (a) helping to carry the vital 
dealer organization over the scarcity 
hump; and (b) relieving the company 
of a responsibility which was not, 
legally, an essential element in main- 
taining required standards of gas or 
electric service. 


HEN, too, after the war was over, 

the entire concept of active load 
building was replaced by the serious 
problem—which is still with us—of 
trying to catch up with accelerated de- 
mand caused, at first, by the backlog 
of plant construction, and, later, by 
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the emergency defense program. So 
servicing, as one of the means of main- 
taining a high load factor, lost some 
of its urgency. 

The decision, where it was made, 
to go out of the merchandising busi- 
ness likewise was connected with re- 
luctance to stimulate consumption 
when at the same time the industry 
was asking the government for critical 
materials for expanding defense 
needs. The origin, and real spring- 
board, of this policy, however, lay in 
a wide-ranging conflict with dealer or- 
ganizations who felt that the utility, 
in selling appliances directly to its cus- 
tomers, with all the advantages of its 
position, was competing unfairly with 
the independent retailer. Laws were 
passed in certain states either com- 
pletely forbidding utility merchandis- 
ing, or requiring new systems of ac- 
counting whereby none of the ex- 
penses of such merchandising could 
become a charge on the ratepayer. 


LS spree this, it was felt that the na- 
tional advertising and promotion 
of the larger appliance manufacturers, 
improved distribution, and more active 
dealer co-operation were accomplish- 
ing everything that the utility could 
do; and that the latter’s contribution 
in establishing the market was ful- 
filled after the pioneering stage. To- 
day, as we shall see, there is less cer- 
tainty of the value of this assumption. 

Home service was affected adverse- 
ly by a combination of all these fac- 
tors, especially where it was regarded 
as a concomitant of load building, 
merchandising, or appliance care. It 
was also observed that the traditional 
“cooking classes” touched a compara- 
tively small percentage of the popula- 
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Card Bills Still Mailed with Enclosures 


€¢@ AportTion by Texas Electric Service Company of a new accounting 
and billing system recently forced a decision whether to continue 
our monthly bill enclosure,” says Beeman Fisher, vice president. “For 
the past six years our customers in the Fort Worth area — about 
half of the total— had been getting enclosures (‘Reddy Kilowatt’s 
Almanac’). Under the new system, bills are printed on cards. 

“So the first step in arriving at a decision was to check the value 
of the enclosure. In an opinion survey, 41 per cent of the customers 
named pamphlets or folders—and most referred to our bill enclosure 
—as showing that our company was keeping them informed about the 
business. Of the 41 per cent, three-fourths declared that the folder is 
‘pretty useful to me.’ Then we had to decide whether to mail it sepa- 
rately, or to send it in an envelope with the card bill. The recent raise 
in postage rates on cards helped us decide to continue to use window 


envelopes for mailing our bills.” 





tion, being attended over and over by 
“all the old familiar faces.” That, of 
course, was before television. 


| quand visits are definitely a wartime 
casualty—but not completely so. 
Many companies have refused to bow 
to the implied sanctions of “security,” 
but this is largely because the visitors 
in most instances are composed of 
carefully selected groups. Besides, 
there are no military secrets in the 
average power or gas plant, and a 
single visitor would find it difficult to 
disrupt an entire utility system. At the 
same time, it is probable that a real 
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“open house” program in which all the 
public are invited will be “off limits” 
for utility companies so long as the 
present international climate remains 
as it is. 

In trying to evaluate the extent of 
the changes just described, the writer 
succeeded in obtaining complete data 
from a total of 125 companies. Of 
this number, 47 were combination gas 
and electric companies, 54 were elec- 
tric only, and 24 were straight gas 
companies. Represented in these utili- 
ties were 21,563,985 electric meters 
and 9,400,222 gas meters. It pays to 
think of these figures as people. 
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The questions asked were these: 


1. Have you within the past twenty 
years discontinued mailing or deliver- 
ing bills in envelopes? 

2. Have you within the past twenty 
years discontinued monthly billing in 
favor of bimonthly billing? 

3. Have you within the past twenty 
years discontinued the use of advertis- 
ing bill stuffers? 

4. Have you within the past twenty 
years restricted or discontinued the 
policy of replacing lamp bulbs or fuses, 
or of servicing appliances on consumer 
premises ? 

5. Have you within the past twenty 
years restricted or discontinued direct 
merchandising of appliances ? 

6. Have you within the past twenty 
years restricted or discontinued home 
service activities ? 

7. Have you within the past five 
years restricted or discontinued public 
visits to company plants? 


I As might be expected, questions 
¢ one and three ran almost parallel 
in the final tabulation. That is, post- 
card billing automatically eliminated 
the possibility of using the medium of 
bill inserts, which is the real signifi- 
cance of this innovation from the pub- 
lic relations point of view. Only four 
cases were found in which bill en- 
closures had been dropped without the 
adoption of the post-card bill. In one 
of these cases, the company had ex- 
panded the insert into an enlarged pub- 
lication with its own distribution; an- 
other is considering such a step; and 
a third expects shortly to resume 
mailing leaflets with the bill in a new 
and improved format. 

The popularity of the post-card bill, 
and consequent death of an impor- 
tant medium of communication, is 
shown by the fact that, of the total 
who answered, 73 companies had 


adopted this system, serving 14,016,- 
094 electric, and 4,104,872 gas, meters. 
Of these, 31 were electric companies, 
30 were combination, and 12 were gas 
companies—a considerable preponder- 
ance on this side of the question. 


II WITH regard to question num- 
e ber two, the picture is somewhat 
more favorable—or perhaps the trend 
is not yet fully developed. Bimonthly 
billing is found to be practiced by only 
12 companies out of 125, of which six 
are electric companies, five are combi- 
nation, and only one a gas company. 
The number of meters affected is 
4,573,507 electric and 661,893 gas. 
Not included in this computation were 
those companies who stated they used 
skip billing only during summer 
months or in rural areas. 

It might be thought—considering 
the widespread practice of post-card 
billing—that the bimonthly bill would 
have a lesser impact on customer re- 
lations than most of the other contacts 
studied in this survey. However, the 
fact should not be ignored that people 
are prone to think of—and to discuss 
—the total amount of their utility bill 
without considering, or sometimes 
even noting, the period involved. I 
have had heated arguments with per- 
sons served by another company who 
insisted that my electric bill could not 
possibly amount to $20, because they 
had bigger houses and paid only half 
as much. 


Il QueEsTION number four ap- 
e pears to affect electric com- 
panies rather more than gas, and this 
is natural considering the differences 
between the two services. For one rea- 
son, the matter of safety is more apt 
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to be involved when gas appliances go 
wrong. For another, there is more 
opportunity for electric appliances to 
get out of order because of the multi- 
plicity of inferior products, frequency 
of overloading, and variety of uses. 
Fuse calls alone had become a serious 
absorber of man-hours. 


COMPANIES 
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According to the returns, a total of 
49 companies out of 125 had discon- 
tinued or modified their policy of deal- 
ing with appliance service calls. There 
were, in this group, 28 electric com- 
panies, 18 combination, and three gas 
companies—in all serving 11,696,310 
electric and 2,362,659 gas meters. 
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I CHANGES in merchandising 
e policies approached post-card 
billing in number of companies, and 
actually exceeded that category in 
number of meters, both gas and elec- 
tric. Sixty-four companies—34 elec- 
tric, 24 combination, and six gas — 
said they had discontinued or modified 
their appliance merchandising activi- 
ties within recent years. The number 
of meters involved were: electric — 
14,514,523; gas—4,823,616. 

There are new signs on the horizon 
that this particular trend may be shift- 
ing into low gear or even, possibly, in 
reverse. Although companies answer- 
ing our questionnaire were assured 
their identities would not be revealed, 
an exception may be made at this 
point, following an item in Electrical 
Merchandising for March, 1952. It 
concerns the Union Electric Company 
of Missouri, St. Louis. 

The news was that Union Electric 
would resume selling appliances after 
a lapse of fifteen years, despite the 
fact that the magazine’s annual survey 
of utilities published in the January 
statistical issue indicated no addi- 
tional merchandising plans by 205 
reporting companies. 

Behind the decision, according to 
the story, “has been a sincere attempt 
on the part of Union Electric to turn 
over all appliance sales to retailers . . . 
Unfortunately, as the utility stepped 
out of appliance selling, the retail 
trade failed to step in—especially on 
pioneering items.” 

Meanwhile, Vice President Merrill 
Skinner assured dealers “Our re- 
sumption of the sale of major appli- 
ances will not be at the expense of our 
help to you.” But a company repre- 


sentative, calling on 92 purchasers of 
MAY 8, 1952 


one type of appliance, found that no 
dealer had followed up on this possible 
business. Contacts—lost, strayed, or 
stolen? 


Home service casualties have 
e been moderate, for the most 
part, somewhat balanced for the indus- 
try as a whole by the fact that some 
companies have actually indicated ex- 
panded activity in this field. In some 
instances, it is interesting to note, such 
expansion has been deliberately 
planned to compensate for the loss of 
customer contacts in other directions. 
Perhaps the time is ripe for a striking 
revival in this department. 

We find a reduction or elimination 
of home service work among 25 com- 
panies, of which 17 are electric, six 
combination, and two gas. But one of 
the electric utilities in this count had 
merely discontinued home - lighting 
service, and one gas company was 
planning to reinstitute its home service 
division following an early change- 
over to natural gas. Electric meters 
affected by the change numbered 6,- 
297,964; gas meters, 659,425. 


Vi Ir is debatable whether plant 
e visits should have been includ- 
ed in this study, as they are not nor- 
mally regarded as an operating func- 
tion. Their importance had, however, 
come to be increasingly recognized in 
the practice of community relations, 
especially under the stimulation of the 
B-I-E Day program of the Chamber 
of Commerce of the United States. 
World War II, and later the Korean 
“emergency,” led to their discontinu- 
ance by 39 of our 125 companies 
studied, of which 23 were electric, 14 
combination, and two gas. These 
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HOW CAN WE STOP “LINE LOSSES” IN CUSTOMER RELATIONS? 





No Saving in Wrecked Contracts 


ons so much is being talked and written about keeping the 

public informed and bringing utility companies and their cus- 

tomers closer together, there has grown a suspicion that, in some direc- 

tions at least, a gap—threatening to become a gulf—has come between 

the two parties, resulting largely from considerations of economy. It 

is even possible that such economies may prove to have been ill-consid- 
ered and actually expensive in the long run.” 





companies served 10,076,878 electric 


meters and 1,789,944 gas. 

The question will naturally arise in 
the reader’s mind whether these losses 
in contact opportunities are general 
throughout the responding companies, 
or concentrated among those giving 
the greatest number of affirmative 
answers to any one question. 

The answer is that only 15 com- 
panies (seven gas, six combination, 
and two electric, representing 392,991 
electric meters and 1,744,915 gas me- 
ters) stated that they had made no 
changes in the matters mentioned; 
while an additional seven (five elec- 
tric, one combination, and one gas, rep- 
resenting 822,526 electric meters, and 
631,646 gas meters) said the changes 
were limited to the category of plant 
visits. 

Can anything be done to correct the 
situation? Should anything be done 
about it? 
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We believe there can, and should. 
Some, but by no means enough, com- 
panies are both conscious of the prob- 
lem and attempting to find some means 
of solving it. Stepping up community 
activities, working with organized 
groups and influence leaders, has been 
among the most common. This has 
been effective up to a point, but by no 
means a substitute. The great major- 
ity of companies, however, appear to 
have made no serious effort to deter- 
mine what effect, opinionwise, the new 
policies have actually had. The public 
has not been stirred or probably even 
aware of the changes. Complacency is 
the natural result. 


HERE will be no immediate crisis, 
whatever happens ; but there is the 
certainty that no industry or business, 
and least of all the utilities, can afford, 
these days, to sacrifice any opportunity 
to make friends with the public. Tech- 
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nological progress must be weighed 
against any possible recession in hu- 
man relations. 

It remains, for example, to be seen 
how the enviable reputation of the 
Bell Telephone system and its “voice 
with the smile” will be affected when 
we all have dial phones; for we have 
it on the authority of men like Walter 
S. Gifford and Arthur W. Page, who 
helped to put AT&T on the map, that 
public relations, “at least as far as our 
business is concerned,” means “all the 
contacts between the employees of our 
organization and the public . . . It is 
what everybody in the business from 
top to bottom says and does when in 
contact with the public.” 

There are many things that can be 
done, but it is doubtful if any of them 
can be made to fully compensate for 
natural and obvious relationships. 


MONG the most effective recom- 

mendations (and they are only 

the beginning) for a compensatory 

program, if continued progress in pub- 

lic understanding is to be our aim, are 
these four : 


1. An intelligent use of television, 
not forgetting that this is, at best, a 
one-way channel of communication. 

2. A well-developed community re- 
lations program including: (a) a vol- 
unteer employees’ speakers’ bureau; 
(b) a slide film or motion picture of 
the company’s operation ; and (c) en- 
couragement of employees to partici- 
pate actively in civic affairs. 

3. Training of all employees in the 
terminology, procedures, and princi- 
ples of the company’s business, to- 
gether with the elementary principles 
of the American economic system. 

4. More efficient use of informa- 
tional material provided by various 
industry programs such as ECAP, 
NAEC, and PIP. 


W: should add one final, and pro- 
tective, recommendation for fu- 
ture insurance: 

Insist on a professional public rela- 
tions evaluation of all policy decisions 
in which numbers of people—whether 
employees, stockholders, or customers 
—are involved. 

Lost contacts are gone forever ; but 
every day countless new ones are wait- 
ing to be minted into the coin of ever- 
lasting good will. 





¢ od be this trend toward big government, big taxes, big doles, 

and big controls is to be arrested, the Federal govern- 
ment must be reduced in size, in number of departments, in 
the number of functions it performs, in the number of people 
on its payrolls, and in the number of doles and subsidies it pays. 
It is estimated that about one out of every eight of the persons 
now employed in the United States is on the payroll of govern- 
ment at some level—not including members of the armed forces. 
This means that they and their families, numbering in the 
millions, are being carried on the backs of the productive people 


of this country. 


“Our people and our economy simply cannot much longer 
stand up under this load, and yet every message to Congress 
calls for more and more new and more and more costly pro- 


grams. We must stop, and stop now... 


a”) 


—James E. SHELTON, 
President, American Bankers’ Association. 
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A Solution to Our Water 


Shortage 


Problem 


Not only water utilities but electric utilities, and indirectly 
other utilities, have a vital stake in the solution of the water 
supply problem in shortage areas. Claims of the Federal gov- 
ernment to paramount rights in interior rivers and streams 
cast a small legal shadow over every hydroelectric dam in the 


country. For this and other reasons, this account of possibilities 

of desalting ocean water as an alternative to direct irrigation 

programs should be read with interest and profit by public 
utility people of all kinds. 


By ALFRED 


V JaTER supply was historically 
the first and doubtless the 
ancestor (from the standpoint 

of formal organization) of all forms 

of public utility service. But there are 
other more recent and direct reasons 
why the utilities should be concerned 
in the problem of augmenting potable 
water supply in those areas of chronic 
shortage or overdemand, such as in 

California. 

There is, for example, the “para- 
mount right” which the Federal gov- 
ernment at Camp Pendleton asserted 
over a fresh water stream—the Santa 
Margarita. There is the possible ap- 


*For personal note, see “Pages with the 
Editors.” 
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plication of the “tidelands” offshore 
doctrine to other inland streams and 
lakes casting some shadow over long- 
established hydroelectric facilities, 
even steam-generating facilities. 

By the same token, the promotion 
of irrigation and public power proj- 
ects by the Reclamation Bureau has 
become more than a pair of Siamese 
problem twins for the electric power 
industry. It now appears that from the 
position taken by the bureau in the 
Roanoke Rapids (Virginia) and 
Kings river (California) cases that 
wherever Federal irrigation is planned 
to take place on a large scale, attempts 
will be made to exclude or prohibit 
private electric licenses by the Federal 


MAY 8, 1952 








PUBLIC UTILITIES FORTNIGHTLY 


Power Commission in such areas. 
Obviously, therefore, any alterna- 
tive method of producing fresh water 
supply which tends to eliminate the 
need of Federal irrigation activity is 
of vital concern to the privately owned 
and operated electric utility industry. 
Such an alternative is presented in cur- 
rent efforts to devise cheap and eco- 
nomic water supply from sea water in 
California and other coastal areas. 


XN a meeting of the American Re- 
search & Development Corpora- 
tion in Boston last February, Profes- 
sor Edward R. Gilliland of the Massa- 
chusetts Institute of Technology an- 
nounced what may prove to be one of 
the most momentous of all the great 
modern discoveries. He reported that 
a new and relatively inexpensive 
process has been found for extracting 
brine and other mineral deposits from 
sea water, thereby rendering it both 
potable and suitable for soil irrigation. 
The importance of this discovery may 
be measured against the ceaseless and 
increasing drains upon the water re- 
sources in almost all sections of the 
country. 

The new method for desalting ocean 
water, costing one-half to one-third of 
the most economical process now 
available commercially, was demon- 
strated in Boston on February 21, 
1952, to representatives of the press, 
government, and industry, following 
the annual meeting of American Re- 
search & Development Corporation. 

The process is capable of providing 
relief in important areas of New York, 
Texas, California, and other western 
states now severely in need of fresh 
water supplies. It also holds out 


promise of opening arid lands over- 
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seas, such as Israel, the entire Middle 
East, and parts of Australia. 

Dr. Gilliland, who is also president 
of Ionics, Inc., Cambridge, Massachu- 
setts, which is affiliated with American 
Research, explained that at the heart 
of the new method are synthetic mem- 
branes, marketed by his company for 
some time under the name Permionic. 

Based on the use of electrical en- 
ergy, the membranes make possible the 
production of fresh water from the 
sea at a power cost as low as six cents 
for each 1,000 gallons. The demin- 
eralization equipment is scheduled to 
be mass produced at sufficiently low 
prices so that the total cost of sea wa- 
ter purification can be brought within 
the range of 10 to 20 cents for each 
1,000 gallons (four tons of water). 

In addition to the desalting of ocean 
water, the process also purifies brack- 
ish water, moderately contaminated 
with salt, which is widely found in the 
West and in Bermuda, Cuba, the Ba- 
hamas, Hawaii, etc. Purification of 
such waters may cost as little as one 
cent a thousand gallons, Dr. Gilliand 
said. 


| igseee there has been a disposition 
in some quarters, according to a re- 
cent editorial in The Washington Post, 
to reinterpret history, and the rise and 
decline of civilizations, in terms of wa- 
ter supply. According to this school, 
the improvement of communications 
leads to a movement of population 
toward the sunnier and more agree- 
able regions. This soon overtaxes the 
local resources and makes necessary 
the transport of water from greater 
and greater distances. In classical 
times an example is afforded by the 
Mediterranean basin and the great 
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A SOLUTION TO OUR WATER SHORTAGE PROBLEM 


Roman aqueducts; in contemporary 
times a more startling example is to 
be found in the experiences of Los 
Angeles. 

Forty years ago the people of Los 
Angeles thought they had solved their 
water problem for once and all by the 
construction of the famous aqueduct 
stretching across hundreds of miles of 
desert and mountains to the Owens 
river ; but in less than a generation this 
source proved sadly inadequate and 
necessitated the construction of the 
great Colorado river aqueduct. Today 
in Los Angeles and other California 
cities there are Reclamation Bureau 
people talking about access to the Co- 
lumbia river basin. 

Conversion of sea water to fresh 
water is not in itself anything new, 
and is even said to have been accom- 
plished by the ancient Egyptians. 
Ships have long been equipped with 
apparatus for this purpose. The en- 
ergy required for the process, how- 
ever, has hitherto prohibited all efforts 
to convert sea water in large quan- 
tities. But the new process, it is said, 
will permit production at a cost hardly 
greater than the present cost of sup- 
ply from fresh water sources. It is 
also said that the proportion of fresh 
water resulting from the process is 
about two-thirds of the volume of the 
sea water subjected to it. And the 
residual third need not be considered 


waste since it will yield various chem- 
ical by-products, including salt and 
magnesium. 


A favorably reported by the Senate 
Committee on Interior Affairs, 
on January 22, 1952, the bill (S 5) 
to set up research and experiments for 
desalting sea water would appropriate 
$2,000,000, to be spent by the Secre- 
tary of Interior for that purpose. The 
committee report stated: 


Expanding industry is using more 
and more water. This is true with 
respect to new industry and with re- 
spect to the expansion of old indus- 
tries. Industrial growth causes water 
shortages. Industrial coastal cities re- 
quiring water for industrial and do- 
mestic purposes will be more and more 
dependent upon the success of this 
operation. 

It has been pointed out as particu- 
larly important in the case of com- 
munities like Los Angeles and San 
Diego, in California, where the sup- 
ply of fresh water for municipal pur- 
poses has been a constant and growing 
problem, and may in fact limit future 
municipal and industrial growth. 

The consumption of water by in- 
dustry is far greater than is generally 
understood. The magnitude of modern 
need for and use of water is illustrated 
by a fact reported at the hearings, 
that the Baton Rouge oil refinery 
in Louisiana uses more water than 
the entire city of Cleveland, Ohio, 
although it is only one plant. The Bay 
Refinery in New York uses more 
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ancestor (from the standpoint of formal organization) of 


q “WATER supply was historically the first and doubtless the 


all forms of public utility service. But there are other more 
recent and direct reasons why the utilities should be con- 
cerned in the problem of augmenting potable water supply 
in those areas of chronic shortage or overdemand, such as 
in California.” 
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water than the city of Buffalo, New 
York. The committee was told that 
in such plants water is pumped 
through the cooling towers at the rate 
of approximately 260,000,000 gallons 
per day. 

Not less than 30,000 gallons of 
water are required to make a ton of 
newsprint, some 60,000 to 120,000 
gallons to make steam from a ton of 
coal. For every thousand pounds of 
cotton used to produce mercerized 
cotton 30,000 gallons of water are 
consumed. Even the basic operation 
of sizing cotton requires 820 gallons 
for a thousand pounds. It takes 70,000 
gallons to finish a thousand pounds of 
woolen fabrics, and 77,000 gallons of 
water to refine 100,000 barrels of oil. 
It takes 500 gallons of water to manu- 
facture a ton of soap, and one-half 
gallon to make a pound of sugar. 

As the canning industry grows the 
use of water apparently grows. Seven 
thousand gallons are required to proc- 
ess 100 cases of No. 2 cans of 
tomatoes, 12,500 gallons for the same 
amount of succotash, and 25,000 gal- 
lons for the same amount of lima 
beans. 

In every field of industry—produc- 
tion of electrical energy, the testing of 
airplane engines, the manufacture of 
aviation gasoline, the manufacture of 
aluminum, the processing of iron ore, 
the manufacture of explosives, the 
operation of slaughterhouses — more 
and more water is required. 


8 bey Senate group heard a number 
of plans—the most economical 
estimates that of Baltzar von Platens, 
a Swedish scientist of Stockholm, 
whose process for desalting water was 
said to cost two cents a ton. 

Other well-known but more expen- 
sive methods were described by Dr. 
Thomas K. Sherwood, dean of engi- 
neering, Massachusetts Institute of 
Technology, who outlined the various 
chemical and evaporation methods. 
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Warning about the dangers of over- 
looking cost factors, Dr. Sherwood 
made this terse statement to the com- 
mittee: 


Basic scientific principles provide a 
method of calculating the irreducible 
minimum power requirements for 
separating pure water from normal 
sea water. The figure is 2.8 kilowatt 
hour per thousand gallons fresh water 
[about four tons of water]. This figure 
cannot be improved upon by any con- 
ceivable process, including those yet 
to be invented. The calculation is 
based on the same basic natural law 
which tells us that heat will not spon- 
taneously pass from a cold object to 
a hot object; i.¢., the so-called second 
law of thermodynamics. Inventors’ 
claims involving power requirements 
less than this minimum are bound to 
be false. 

Claims of low-cost operations often 
omit fixed charges, labor, or other 
costs. The figures which I gave earlier 
showed that even if power were free, 
water obtained by the relatively eco- 
nomical vapor-compression distillation 
process would cost $1.25 per thousand 
gallons. 


HEN we read of last winter’s 

torrential rains, snow-blocked 
roads, and destructive spring lowland 
floods, it is difficult to believe that, in 
only a few short months, we will again 
be hearing of critical water shortages 
existing from coast to coast. 

Even when we consider our rapidly 
increasing population and the ever- 
mounting need for more and more bil- 
lions of gallons of water for domestic 
consumption, for irrigation, and to 
take care of our mushrooming indus- 
tries, it is often difficult to appreciate 
that there simply won’t be enough 
water to go around this summer in 
many sections of the country. Until 
you study the 50-year average figures 
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Getting the Navy Out of the Water Business 


ve 


ARGE-SCALE desalting plants could be operated as an integral part 


of any city waterworks. It is logical to call upon the skilled 
Navy engineers to carry out the experimental work, but once the bugs 
have been ironed out, neither the Navy nor any other Federal agency 
would concern itself with the construction and operation of these mu- 
nicipal desalting plants. There will remain plenty of opportunity for 
Federal bureaus to complete inland irrigation and flood-control proj- 
ects wherever, in the opinion of the local citizenry, a genuine need for 

such activity exists.” 





of precipitation for the United States 
or any section of our country it is hard 
to believe that our national water 
needs can never be satisfactorily met 
by a fortuitous cycle of “wet” years. 
Those averages prove that you can’t 
continue concentrating millions more 
people, augmented agriculture, and 
titanic industries in any area without 
beginning to run out of water. 

So far as I know there is but one 
municipal water plant using sea water 
now in operation in America, and it 
deals only partly with pumping and 
piping sea water. In San Francisco, 
all water supplying fire hydrants is 
drawn directly from the bay and this 
procedure saves annually the use of 
billions of gallons of sweet, fresh wa- 
ter from the city’s regular water 


supply. 
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N° doubt there are many instances 
where sea water could be used 
for some industrial purposes in coastal 
areas. Equally obvious is it that salt 
water cannot be used in any area for 
domestic, irrigation, or most manufac- 
turing purposes. Neither can the use 
of sea water directly relieve water 
shortages involving hydroelectric gen- 
eration of power. As will be seen, 
however, any use of sea water in 
coastal areas must inevitably release 
water for use inland. And TVA’s 
numerous stand-by steam plants, when 
completed, may further increase our 
respect for the old-fashioned, reliable 
steam powerhouse, in view of TVA 
emphasis on hydroelectric supply. 
Large-scale conversion of sea water 
into potable fresh water is an essential 
step when we at last begin to draw on 
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that greatest of all reservoirs for do- 
mestic, agricultural, and industrial 
use. Such conversion, on a relatively 
small scale, has been carried out as a 
matter of course aboard ocean-going 
vessels for more than fifty years. The 
standard shipboard equipment now 
turns out 40,000 gallons a day and 
would stow nicely in your garage. Re- 
cently an oil refinery in Venezuela in- 
stalled similar evaporative equipment, 
utilizing exhaust steam otherwise 
wasted, which readily converts 200,- 
000 gallons of sea water into potable 
fresh water each day. 

The engineers of our Navy, to- 
gether with those of the New York 
firm that manufactures much of this 
equipment for the world’s ships, have 
told me that evaporators of almost any 
capacity can be designed without diffi- 
culty. The single element in the prob- 
lem of operating great desalting plants 
that needs further study is that of re- 
ducing fuel costs per acre-foot of 
fresh, potable water. And no one 
familiar with the matter appears to 
consider this item as being difficult of 
solution. 


we throughout World War II, 
the Navy found it necessary to 
supply good, fresh water to large con- 
centrations of troops stationed on 
near-arid Pacific islands, the job was 
done with standard desalting equip- 
ment and of course with little regard 
for cost of operation. 

Since that war much experimenta- 
tion has been carried on, both in uni- 
versity laboratories and at naval sta- 
tions, aimed at determining the most 
desirable fuels for large-scale desalt- 
ing operations. Recent suggestions 
have included the use of oil coke, now 
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considered a waste by-product in the 
refining of crude oil, and which is 
available in enormous quantities. Then 
too, of course, much attention has 
been given to the development of the 
atomic pile as a prime source of in- 
expensive evaporative heat. 

It should be understood that many 
experts oppose the evaporative method 
of desalting sea water and favor the 
diesel-compression method as devel- 
oped for use in our submarines, where 
steam is not available. Here, too, there 
must be worked out further methods 
of reducing fuel costs. From time to 
time we are told that some laboratory 
has recently cut the cost of operating 
diesel compressors by adding refine- 
ments to equipment and to desalting 
techniques. 

Anyone familiar with American 
technological potential cannot doubt 
that our engineers and scientists will 
readily solve this fuel cost problem 
once the construction of a full-size de- 
salting plant has been authorized. 
Several bills appropriating funds to 
the Navy, earmarked for the building 
of this initial, large-scale desalting 
plant, have been introduced in both 
houses of the Congress, where they 
lie dormant in committee. 


pipe gre California receives near- 
ly all of its supply of fresh water 
through two great aqueducts, each 
300 miles in length, which bring water 
from the Owens and Colorado rivers. 
The entire flow of the Owens river is 
utilized, and more than 5,000,000 
acre-feet of the Colorado’s annual 
flow have been allocated by the Fed- 
eral government to California. Colo- 
rado river water constitutes 60 per 
cent of that used in all of southern 
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California, including domestic service, 
irrigation of such great agricultural 
areas as Imperial valley, the enormous 
industrial region centering around 
Los Angeles and San Diego, and some 
of the West coast’s largest military 
and naval establishments. 

These two aqueducts, composed of 
alternate stretches of iron pipe, open 
ditch, tunnels, pumping plants, and 
reservoirs, are now operating at full 
capacity. There is no further river 
water available to this area nearer 
than the Columbia river. At times, 
Drs. Krick and Langmuir, scientific 
rain makers, have been enabled to in- 
crease rainfall in certain regions by 
cloud-seeding, but Weather Bureau 
meteorologists warn against placing 
reliance on this method as permanent- 
ly adding to our supply of fresh water. 

Increasing California’s share of the 
poor, overworked Colorado’s water is 
out of the question. Indeed, if Ari- 
zona’s citizens have their way, Cali- 
fornia will be deprived of some of that 
water already allocated to her. 


HAT is the existing situation in 
southern California. It is an ex- 
tremely critical one. Any interruption 
of service from either of those great 
aqueducts would work a hardship on 
the entire community. 
Confronted with this situation the 
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U. S. Bureau of Reclamation offi- 
cially has seriously recommended the 
construction of the granddaddy of all 
aqueducts—one about 1,500 miles 
long, designed to divert Columbia 
river water all the way south to San 
Diego. This proposal received such 
scathing attacks from officials of all 
coastal states that little has been heard 
of it of late. The northern coastal 
states were positive California was not 
to be permitted to grab off Columbia 
river water; Governor Warren, to- 
gether with other top California water 
experts, brushed the project aside as 
“fantastic” and condemned it un- 
equivocably. 

Any meteorologist can tell you, plus 
or minus an inch or two, how much 
rain and snow will fall in any area 
during the next fifty years. As regards 
California, this figure is something of 
a constant, while the state’s population 
is increasing at the rate of 20,000 
permanent residents each month. 


wN Congressmen from California 
have pointed out in drawing up 
their various bills to authorize the con- 
struction of a large-scale experimental 
desalting plant, the time is long past 
for making this possible new source of 
fresh water a political football. The 
truth is, such an experimental, large- 
scale plant should have been built 


must inevitably benefit inland areas that are afflicted with 


q “ANYTHING that relieves water shortages in coastal regions 


chronic or intermittent water shortages. The most notori- 
ous instance of this situation is that concerning the alloca- 
tion of Colorado river water as between the states of Cali- 
fornia and Arizona—a controversy that must eventually 
be settled in the U. S. Supreme Court.” 
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years ago and the “bugs” in reducing 
fuel costs of either evaporative or 
compressive type conversion equip- 
ment already worked out. 


HEREAFTER, with this knowledge 

to go on, it would be a simple 
matter for any coastal city to install 
as a part of its local waterworks sys- 
tem, a desalting plant capable of con- 
verting millions of gallons of sea wa- 
ter daily into sweet, fresh water su- 
perior in quality to any now being 
supplied to any such community. 
(This matter of purity is attested to 
by the U. S. Health Service, whose 
surveys have proved that the Navy’s 
triple-effect distillation system pro- 
duces fresh water so pure that chlo- 
rination of it is never required, even 
though the salt water utilized is origi- 
nally heavily contaminated.) 

Unless all-out war comes, these 
plants could be gradually increased 
both as to number and capacity, 
wherever needed to take care of in- 
creased needs for water. Thereafter, 
in case of failure of long aqueducts 
(such as those now supplying southern 
California water) it would be possible 
for this area, for the first time since 
mission days, to become wholly self- 
sufficient in this matter of assuring 
themselves forever of an unfailing 
supply of fresh water. 

When you consider localities other 
than southern California you discover 
that many coastal municipalities now 
experiencing periodic water shortages 
could make good use of a city-owned, 
large-scale desalting plant. New York 
could use one handily, and (again ac- 
cording to the U. S. Health Service) 
polluted water drawn from New York 
harbor would be rendered altogether 
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pure and free from organic matter 
after triple-effect distillation. 


N other localities, such as in the 
Philadelphia area, both the Navy 
experts and the Army Engineers have 
pointed out the feasibility of utilizing 
any needed amounts of polluted river 
water for conversion into pure fresh 
water by installing desalting equip- 
ment identical with that developed in 
the coastal experimental plant. The 
Army Engineers now employ floating 
desalting plants as standard equipment 
for furnishing pure water to com- 
munities whose water facilities have 
been put out of commission, either by 
floods, storms, or simply because their 
ground water has petered out and their 
wells have gone dry. , 

Great coastal cities usually are lo- 
cated at or near the mouth of a large 
river. Unfortunately, through the cen- 
turies we have envisioned these riv- 
ers to be essentially natural sewers 
throughout their entire length. This 
makes the water of these streams unfit 
to drink until the stuff has been very 
heavily chlorinated. Unless an ample 
supply of pure water is available near 
by, each such municipality could profit 
by the installation of a large-scale de- 
salting plant. 

In other coastal cities on both sea- 
boards, constantly lowering level of 
underground water has been accom- 
panied by seepage of salt water from 
the ocean. Large-scale desalting plants 
would relieve the drain on the deep 
wells now furnishing brackish water 
to such communities and permit the 
underground basins to refill. 


NYTHING that relieves water short- 
ages in coastal regions must in- 


MAY 8, 1952 614 








A SOLUTION TO OUR WATER SHORTAGE PROBLEM 


evitably benefit inland areas that are 
afflicted with chronic or intermittent 
water shortages. The most notorious 
instance of this situation is that con- 
cerning the allocation of Colorado riv- 
er water as between the states of Cali- 
fornia and Arizona—a controversy 
that must eventually be settled in the 
U. S. Supreme Court. However, there 
are many other instances in which 
heavily industrialized coastal areas 
have pre-empted water rights of in- 
land communities. In the case of allo- 
cation of Colorado river water, a small 
percentage of it would take care of 
Imperial valley’s irrigation and do- 
mestic needs, leaving arid Arizona 
with the major share of the stream’s 
flow. This, of course, after coastal 
southern California had become more 
than pleased with the substitution of 
desalted sea water for Colorado river 
water. 

Parenthetically, having recently 
drunk samples of Colorado river wa- 
ter after it had been softened and 
chlorinated for Los Angeles consump- 
tion, and also of that water supplied 
by the Navy’s small desalting plant 
which serves the Hueneme Naval Sta- 
tion, I can attest that the desalted 
water is an altogether superior prod- 
uct. The same comparison doubtless 
could be made as between municipal 
water taken from the lower reaches 
of the Delaware river and distilled wa- 
ter derived from this same river. Navy 
engineers tell me that at times it is 
considered advisable to add some 
mineralization to desalted water in or- 
der to improve its flavor. 


c would thus appear that desalting 
of sea water would for all time 


solve water-shortage problems in all 
coastal areas if the operating fuel costs 
can be reduced to a reasonable figure 
per billion gallons of sea water de- 
salted. 

The question then arises as to what 
constitutes a reasonable cost for fur- 
nishing fresh water to consumers of 
whatever type. And before anyone can 
arrive at a satisfactory answer to this 
question it is necessary to analyze the 
entire annual budget of the U. S. 
Bureau of Reclamation. 

The reason for making such a com- 
putation is that, as of now, charges 
for such water to the consumer are 
but a fraction of the cost of getting 
it to his faucet. The remaining charges 
are borne by himself and every citizen 
of the United States in the form of 
taxes. 


| epee desalting plants could 
be operated as an integral part of 
any city waterworks. It is logical to 
call upon the skilled Navy engineers to 
carry out the experimental work, but 
once the bugs have been ironed out, 
neither the Navy nor any other Fed- 
eral agency would concern itself with 
the construction and operation of these 
municipal desalting plants. 

There will remain plenty of oppor- 
tunity for Federal bureaus to complete 
inland irrigation and flood-control 
projects wherever, in the opinion of 
the local citizenry, a genuine need for 
such activity exists. 

So far as coastal areas are con- 
cerned we must continue to look to the 
sea to furnish us an inexhaustible sup- 
ply of fresh water. We need that water 
now. It is time we set about the job 
of getting it. 
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One Way to Talk to Utility 
Employees 


Here is an interesting case study of a “house publication” and 

its impact on employee relations of a large California utility. 

What it contains and how it is put together, and the general 

editorial slant are reviewed by an author who is an old hand, 
himself, at the smart editorial approach. 


By JAMES H. COLLINS* 


r i “us world is getting to be very 
full of talk, and some of it talk 
to employees, and that raises 

various questions. 

For thirty years or more there have 
been the foreign ideologies, reaching 
people on payrolls, especially at times 
when they may have worries. It is 
urged that this kind of talk should be 
answered by employers. That raises 
the question of how far management 
may or should go in “editorializing” 
in employee publications. Which, by 
the way, are a fairly new kind of talk, 
replacing the shop gossip that once 
went round about who is getting mar- 
ried, who has had another baby, pro- 
motions, and vacations. 

How much propaganda — when, 
where, and how the company is justi- 
fied in putting in its oar? This ques- 
tion has never been satisfactorily an- 
swered for everybody. 





*For personal note, see “Pages with the 
Editors.” 
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There is the recent angle of pro- 
hibited talk, votes against influencing 
employees on controversial issues. 

Among utility managements there 
seem to be two different views. 

One extreme holds that, as manage- 
ment pays the bill for the employee 
publication—and a sizable bill it has 
got to be—the company should preach 
its point of view, or any point of view 
that it deems acceptable. 

On the ideologies it goes further. 
As our free enterprise system is being 
attacked, it is the duty of American 
business to uphold the capitalistic sys- 
tem with counterpropaganda. The 
company publication seems to be the 
ideal medium for that, and manage- 
ment that does not utilize it may be 
branded as derelict in its duties. 


HERE is a story told by an Ameri- 
can woman who lived in Russia, 
and found that the loud-speaker was 
a fixture in every town square, going 
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day and night with propaganda. 
Everybody had to listen. The idea of 
a radio that could be turned off was 
unbelievable to Russians—a capital- 
istic lie. 

She asked a Russian official why 
the community radio was not turned 
off some of the time. He was amazed. 

“Why, there isn’t time enough now 
for all that we have to say!” 

The American employee can turn 
off management any time he feels that 
it is preaching. 


A the other end of this argument 
there is the feeling by manage- 
ment that propaganda can be danger- 
ous. An employee publication is not 
the place for it. Such publications 
have been found to be in the interest of 
employers because they help knit peo- 
ple together into an organization. But 
only when they are written from the 
employee’s point of view. Let it appear 
that management is using their pages 
to influence employees in favor of the 
company, and what it says is dis- 
counted, or the paper not read at all— 
and for that no government regulation 
is needed. 

There is a middle ground, and after 
some interesting experiments in its 
employee magazine, SoCal Gas News, 
the Southern California Gas Company 
has built something upon it. 

SoCal Gas News is a biweekly 
newspaper, with a bimonthly picture 
supplement, SoCalif Gas News Pic- 
torial, a real picture magazine on slick 
paper, with articles about company 
plant and service, as well as employee 
activities, illustrated by first-rate 
news-type photos. These periodicals 
have been issued about ten years, un- 
der experienced editors, and the com- 
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pany policy on editorial material is 
based on certain concepts which are 
believed to apply to this company, but 
not necessarily to any other. 


| je-wod of all, the management feels 
that employees as a whole are loyal 
to the company; interested in its wel- 
fare because it is bound up with their 
own; reasonably satisfied with their 
jobs; and that they are good Ameri- 
cans, who believe in the American way 
of life, and the American economic 
system. 

It is believed that a very high per- 
centage of employees look upon their 
gas company job as a career; for the 
most part they are heads of families, 
or family members, who live in com- 
munities near their work. Many take 
an active part in community affairs. 
Altogether, company personnel at all 
levels embodies the qualities implicit 
in the term “good Americans.” 

All want to better themselves. But 
they indicate a high degree of satis- 
faction with their jobs and working 
conditions, and take pride in the fact 
that they work for the gas company. 

So, management sees little point in 
using the employee periodicals to ex- 
toll the virtues of private enterprise 
or the profit system in general. Such 
material has always been excluded. 

But management has always be- 
lieved that it has a duty to keep em- 
ployees informed about matters that 
might affect the future of the com- 
pany, their jobs, working conditions, 
and salaries. This policy was stated 
some years ago by F. S. Wade, then 
president, and now chairman of the 
board : 

First, I feel that I should give my 
conception of the fundamental thought 
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or philosophy back of SoCal Gas 
News. It is intended to be a newspaper 
published by the company for the em- 
ployees of the company, and relate 
only to our own gas company affairs, 
plus outside affairs that are directly 
related to our business. It is supposed 
to be an employees’ paper and not a 
company organ. We have had in mind 
from the beginning that we would 
avoid editorializing ; likewise we would 
eschew handing down company opin- 
ion. Of course, we have deviated from 
this policy, but on the whole I think 
we have tried to stick to it. On several 
occasions, early in the history of the 
paper, I killed stories that seemed to 
me not directly related to our business 
or employees. 

Our philosophy back of this policy 
is that the course of conduct on the 
part of the company and its manage- 
ment with respect to its employees is 
good ; that the relating of facts regard- 
ing what the company is doing will, 
through a period of time, create a 
favorable impression on the part of 
employees toward the company. To 
elaborate a little, we have tried to avoid 
saying that we have done this, that, or 
the other thing, for the good or bene- 
fit of employees. We wish to say 
simply that we have done, or are going 
to do this, that, or the other. We hope 
that the fact of doing this thing will 
speak for itself, and create the right 
feeling if the thing we do is right. 
There is a Latin phrase, used legally 
I believe, of which I am very fond— 
res ipsa loquitor. In the same line of 
thought it seems to me that there is 
nothing quite so foolish and useless 
as self-praise. Undoubtedly we have 


done some of it, but it has simply 
crept in, and we don’t care for it. 

Of course, it is a waste of time and 
money to publish a paper for any pur- 
pose if people don’t read it. We have 
used many personal items and have 
put the names of the people involved 
in larger type for the simple reason 
that we believe people like to see their 
names in print. There is always the 
chance that a person will read com- 
pletely through a little paper such as 
ours if there is a possibility of seeing 
his name in it. This may or may not 
be wise, but at least it has been done 
with a clear purpose. 


AN times, there have been matters of 
controversy between management 
and bargaining agencies representing 
employees. In such cases, management 
has felt that the company should 
legitimately utilize the publication to 
tell its own side of the story. Exactly 
how or where to do this in a company 
publication has been a question of con- 
siderable study. 

At the outset, the paper carried a 
“Grape Vine” column written by the 
editor. It was in a light, familiar vein, 
and covered a rather wide field. But 
it could be used when it seemed ex- 
pedient to air a matter involving man- 
agement point of view. 

In such cases the editor would write 
a column after learning management’s 
point of view. It would be his personal 
interpretation of what management 
was thinking. 


e 


where booms and panics occur, is familiar to everybody. 


q “WALL STREET as a place to play stocks on margins, and 


But as a place where you go hat in hand to borrow, in 
competition with other companies offering better returns, 
it is not so well known. But this Wall Street is undoubt- 
edly more important to utility employees than that other 
stock market, directly affecting their jobs.” 
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However, as time went on, there 
seemed to be a need for a franker and 
more direct way of expressing man- 
agement views. But if such material 
encroached on space in a publication 
by and for employees, there might be 
resentment. 

So a new vehicle was developed, a 
“oreen sheet” as it came to be called, 
an extra page on green paper, inserted 
in the pictorial magazine. This avoided 
a separate mailing. It rode “piggy 
back.” 


‘ keep it distinct and apart from 
the employee paper, it was pre- 
pared outside the company’s publica- 
tions department, by advertising peo- 
ple. It was originally designed to 
appear as occasion required. 

During two years such subjects as 
these were discussed in question-and- 
answer form: 


The company’s voluntary disability 
benefit plan—additional hospital bene- 
fits becoming effective, nine out of ten 
employees have signed up. 

Company employee loan policy— 
when an employee is eligible, how to 
apply, maximum ($500), interest, re- 
payment, etc. 

A discussion of the company’s fi- 
nancial structure. 

Pacific Lighting Corporation, the 
parent company. 

Operations under state regulation. 

A discussion of the company’s re- 
quest for higher gas rates. 

How the Southern California Gas 
Company differs from most other busi- 
nesses. It is regulated in rates, return 
on investment, an advantage to em- 
ployees and stockholders. 


All the subjects discussed during 
this period had a certain element of 
controversy. Management attempted 
to answer questions and objections 


that might be in employee minds. Each 
green sheet carried a short message 
over the president’s signature, identi- 
fying it frankly as a statement from 
management, The approach was uni- 
formly low pressure, it being believed 
that the exposition would sell itself if 
it were frank, complete, objective, and 
factual. 


(= by employee remarks, to- 
gether with reactions gained 
from supervisors who were in a posi- 
tion to reflect employee opinion, this 
green sheet had a good acceptance, 
though no attempt was made to sys- 
tematically check its effectiveness. Em- 
ployee publications are mailed to 
homes, and these inserts had family 
readership. 

Nevertheless, in time management 
got the feeling that the medium was 
perhaps a little too rigid, and that the 
same objective might be achieved in 
another way. 

At the beginning of 1951 it was de- 
cided to set aside one page of the Pic- 
torial for management editorial pur- 
poses. Incidentally, this supplement 
had been discontinued for some time, 
but was then resumed. The new me- 
dium was shaped in the light of favor- 
able experience with the green sheet. 

This page is titled “The Inside 
Story,” and is used for the discussion 
of problems confronting the company. 
Its editorials may take any form that 
seems best suited to the subject. The 
president of the company himself may 
write under his own signature, or 
other officers, or the discussion may 
be a composite of views, written by 
the editor. 

Some of the subjects recently dis- 
cussed : 
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The Duty of “Counterpropaganda” 


24 X& our free enterprise system is being attacked, it is the duty of 

American business to uphold the capitalistic system with 

counterpropaganda. The company publication seems to be the ideal me- 

dium for that, and management that does not utilize it may be branded 
as derelict in its duties.” 





What About the Excess Profits 
Tax? An unsigned editorial published 
when Congress was considering such 
a tax, and utilities were being criticized 
in some quarters for requesting a pro- 
vision which would recognize the 
regulated nature of their business, and 
their preclusion from earning excess 
profits. Some radical commentators 
were calling this an attempt to provide 
a “loophole” in the tax law. It was 
felt that employees should know the 
facts in order to be able to answer 
questions from the public. 

A Boost for Gas Is a Boost for 
Your Job. Vice President W. M. 
Jacobs, in charge of sales, advertising, 
public relations, and customers’ de- 
partment, discussed the competitive 
nature of the gas business, and sug- 
gested that employees become sales- 
men of gas as a matter of self-interest, 
if nothing else. 

We Grow While the Dollar Shrinks. 
This (unsigned) was the first of a 
series of four editorials on rates. It 
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became apparent as 1951 progressed 
that the company was going to have to 
ask the California Public Utilities 
Commission for an increase in gas 
rates, and it was deemed highly desir- 
able that employees have a knowledge 
of the economic conditions contribut- 
ing to a serious decline in company 
earnings. 


6 Sw first ‘discussion explained 
that, in ten years, the company 
had added 355,000 new customers; 
that it had added $101,500,000 in 
plant, in an inflation period, to serve 
them; that returns on this large in- 
vestment were only 2.4 per cent; in 
other words, that instead of prosperity 
from such an increase in business, 
these new customers were not paying 
their way. 

The second editorial, signed by 
Vice President Walter Herrman, 
charged with the presentation of the 
rate increase application before the 
state commission, explained how im- 
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portant is public opinion in connec- 
tion with such an application. Em- 
ployees have personal contacts, not 
only with customers, but relatives, 
friends, members of organizations 
they belong to. In their communities 
they may be leaders, and working for 
a utility company will have plumped 
at them such questions as this: 

“Last year the gas company got a 
raise in rates. Now it is asking for 
another. How come—is the sky the 
limit ?” 

If the employee is informed he will 
have some such answer as this: 

“Last year was the first raise we 
asked for in thirty-two years. All that 
time the price of gas has been coming 
down. It is still around prewar. If 
you are looking for bargains, don’t go 
down into the department store base- 
ment—just turn on the gas! 

“You know what is happening to 
prices and wages. This year we will 
have to invest $35,000,000 more in 
new plant, to take care of the people 
pouring in here. Our earnings are 
limited by state law. With rising costs 
we don’t earn enough to pay the way 
on investment money needed—it goes 
into lines of business not regulated in 
their earnings as we are.” 


HE mechanism of the stock mar- 

ket in floating stocks and bonds 
will form the subject of two final edi- 
torials in this series. 

Wall Street as a place to play stocks 
on margins, and where booms and 
panics occur, is familiar to everybody. 
But as a place where you go hat in 
hand to borrow, in competition with 
other companies offering better re- 
turns, it is not so well known. But this 
Wall Street is undoubtedly more im- 
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portant to utility employees than that 
other stock market, directly affecting 
their jobs. 

This “middle of the road” basis for 
talking to employees not only avoids 
difficulties, but right now, for utility 
companies, is actually needed. 

With dollar value and real wages 
shrinking, great groups of the Amer- 
ican people take steps to protect them- 
selves through organizations that are 
often dominant, able through political 
pressure to shift loads onto groups not 
so well organized, or not organized 
at all. 

Utility workers belong to the under- 
dog groups. Rate increases are op- 
posed by the well-organized groups. 
Unless rate decisions are fair, they 
will be unjust, crippling, ultimately 
against the very interests of the well- 
organized groups, as consumers of 
utility services. 

The facts of this situation are some- 
thing that utility people need to know. 
They bear on their jobs and liveli- 
hood. If presented in the “middle of 
the road” spirit—no special pleading, 
no company axes to grind—they will 
be read, and will help to create the pub- 
lic opinion needed by utility companies 
at this particular time. 


| p-teaggesnen published by any util- 
ity company for its employees 
would undoubtedly be more effective 
if measured by the yardsticks used by 
magazine editors. 

“How many readers are interested 
in this subject?” is the first question 


an editor asks. Between an abstract 
talk on free enterprise and a presenta- 
tion of facts as to why a manufactur- 
ing company can get money to build a 
new factory, where the utility com- 
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pany the reader works for may not be 
able to get capital, the editor’s choice 
would fall on the latter subject. But it 
is still one for a minor audience. 


wy other subjects are in 
competition with this one?” 
ask editors. Who will be our next 
President? The most intelligent dog, 
horse, bird, wild animal? Are we at 
the peak of the baby boom? How to 
be happy though unmarried, or mar- 
ried, or divorced. 

Subjects are in competition with 
each other in the same magazine, and 
in rival magazines, and until we have 
a compulsory public address system 
spouting propaganda in every block, 
the utility talk to employees will be in 
similar competition. 

If the subject is of strong interest 
to a group of readers, like the outlook 
for one’s job and pay check in the com- 
pany they work for, then attention will 
be given to a strong presentation. 

It may lend itself to authoritative 
treatment—what a potential candidate 
has to say about the next presidential 
election. For the utility company, 
what the president has to say about 
keeping up with customer demand, and 
company growth, upon which promo- 
tion and more jobs depend, would be 
authoritative. 


= 
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| gunman is part of successful 
competition in magazines, and 
the more there is of it in employee 
talks, the better the audience, and the 
better the impression made. Read- 
ability is a matter of challenging head- 
lines, the turning of dry facts into 
human incidents, and the wiles of pro- 
fessional writers generally. There 
might be advantages in having such 
material written by professionals, not 
only for their arts, but their outside 
view of a given situation. 

Impartiality is important in present- 
ing facts upon which readers will form 
opinions, and perhaps support. Spe- 
cial pleading is common in many talks 
to employees. Management is eager 
to convince them with arrays of facts 
in perfectly good cases. But as the 
employee reads—as you yourself read 
employee talks, magazine articles, even 
the daily news—he is saying, ““What’s 
this writer trying to put over?” If 
convinced that the talk or article is 
written to convert him to the writer’s 
views, suspicion is aroused. But if 
the presentation is factual, with no 
special pleading, the reader thinks, 
“This writer is impartial, I can trust 
him,” and reads on, to form his own 
opinion. 

Taking a representative sample of 
employees and making a reader-inter- 


can be dangerous. An employee publication is not the place 


q “. .. there is the feeling by management that propaganda 


for it. Such publications have been found to be in the in- 
terest of employers because they help knit people together 
into an organization. But only when they are written from 
the employee's point of view. Let it appear that manage- 
ment is using their pages to influence employees in favor 
of the company, and what it says is discounted, or the paper 


not read at all...” 
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ONE WAY TO TALK TO UTILITY EMPLOYEES 


est survey would often be helpful in 
writing on subjects of company inter- 
est. Generally, one employee in ten, 
selected from different pay brackets, 
departments, and branches, constitutes 
a good sample. Not so many questions 
need be asked, nor need employees 
give names, though departments might 
be named, and wages or salaries 
estimated. 

What magazines do they buy or 
subscribe to? Do they like fiction or 
articles? What kinds of articles— 
sports, success stories, travel, eco- 
nomics, politics? Name several arti- 
cles that have interested them recent- 
ly. Do they read about company af- 
fairs from the standpoint of manage- 
ment problems ? 


HESE questions will pretty cer- 

tainly show that employees, re- 
gardless of income and like points, are 
intelligent readers, interested in what- 
ever affects their own lives, their 
country, and their employment. Com- 
pany presentations of management 
problems need chiefly to be reading 
matter as good as that they regularly 
follow, and it will get a hearing. 

“No preaching, no lecturing” is one 
rule in writing the employee talks of 
this gas company. Facts and a 
straightforward friendly tone are re- 
lied upon to convince the reader by al- 
lowing him to form .his or her own 
opinion. 

These editorials are purposely kept 
fluid as to form and subject matter. 
At present they average about 800 
words, taking up two columns on a 3- 
column page measuring 11 by 16 


inches. As needed, a different format, 
or cartoons, or other aids to readabil- 
ity, could be used. 

These objectives have been defined 
as follows: 

1. To answer questions in em- 
ployees’ minds relative to working 
conditions, employee benefits, etc. 

2. Present facts that will help em- 
ployees understand company policies 
and procedures. 

3. Explain management’s point of 
view in matters subject to discussion 
in union contract negotiations, or 
among the general public. 

4. Acquaint employees with the eco- 
nomic facts of life behind the business. 

5. Discuss outside events or trends 
which may influence the company’s 
business. 

6. Give information that will assist 
the employee to do a better job. 

7. Build a team-concept among 
employees. 


S° far, no unfavorable reaction has 
been noted to the inclusion of this 
material in the Pictorial magazine. 

But just how effective it is, and how 
much it will accomplish, remains to 
be seen. 

It may never be possible to measure 
“results.” 

But management does feel that it is 
on the right track in so far as this par- 
ticular company is concerned. Accept- 
ance of the company paper by em- 
ployees over the years shows that they 
appreciate an objective, factual pres- 
entation of information about the 
company and its people. 

There is no reason to suppose that 
these people will not give the same ac- 
ceptance to a frank presentation of 
management’s views. 
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Diary of the FPC Gas Production 
Dispute 








A controversial decision of the Federal Power Commission 
voluntarily relinquishing jurisdiction over the regulation of the 
nation’s largest independent producer of natural gas is now be- 
fore the courts on appeal. The so-called Phillips Case, which 
started before an FPC examiner at field hearings in Oklahoma, 
has become a@ CAUSE CELEBRE in the annals of both the gas in- 
dustry and regulatory jurisprudence. This ts a chronological 
account of this case for purposes of the record, in view of its 
outstanding importance. 


By ERNEST W. FAIR* 


Commission’s decision in the 

now famous Phillips Petroleum 
Company Case (90 PUR NS 325), 
for the time being at least, settled the 
question of the commission’s jurisdic- 
tion over natural gas production-gath- 
ering. This ended a case which had 
been under investigation and consid- 
eration since 1948—unless, of course, 
the appellate courts should upset the 
FPC. 

Whether it will end the broader 
controversy over Federal regulation 
of independent producer-gatherers yet 
remains to be seen. The larger argu- 
ment has been raging since shortly 


* August the Federal Power 





*For personal note, see “Pages with the 
Editors.” 
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after the enactment of the Natural Gas 
Act in 1938. The provisions of the act 
clearly asserted jurisdiction over sale 
of gas for public consumption and gas 
companies engaged in such transporta- 
tion or sale, but not over any other 
transportation or sale—or to the pro- 
duction or gathering of natural gas. 
In June, 1940, the commission held, 
in its decision in the Columbian Fuel 
Corporation Case (2 FPC 208, 35 
PUR NS 3), that the Natural Gas Act 
did not give it the power to regulate 
the price of gas sold by independent 
producers and gatherers for resale in 
interstate commerce. Commissioners 
Draper, Manly, Olds, Seavey (Com- 
missioner Scott dissenting) held that 
it “was not the intention of Congress 


DIARY OF THE FPC GAS 


to subject to regulation under the 
Natural Gas Act all persons whose 
only sales of natural gas in interstate 
commerce, as in this case, are made as 
an incident to and immediately upon 
completion of such person’s produc- 
tion and gathering of said natural gas 
and who are not otherwise subject to 
the jurisdiction of this commission.” 


URING late 1940 and ’41 FPC in- 

vestigated the Peoples Natural 
Gas Company and finally brought the 
company into court. Peoples main- 
tained that its sales were not subject 
to the commission’s jurisdiction by 
virtue of an exemption expressed in 
§ 1(b) since its sales were made at 
the end of its gathering lines. In tak- 
ing this stand before the U. S. District 
Court for the District of Columbia, 
Peoples apparently relied upon FPC’s 
decision in the Columbian Fuel Case. 
The court expressed its disapproval 
with the statement: “We cannot dis- 
regard the plain language of the act 
because the commission at one time 
interpreted it narrowly.” In April, 
1943, the commission (Draper, Man- 
ly, Olds, Scott, and Seavey), follow- 
ing the decision in Peoples Nat. Gas 
Co. v. FPC (1942) 75 US App DC 
235, 44 PUR NS 375, took jurisdic- 
tion over natural gas sales, in the 
Monroe field of Louisiana by Inter- 
state Natural Gas Company, to three 
interstate pipeline companies, one of 
which was affiliated with Interstate. 
FPC, after its hearing, ordered a re- 
duction in Interstate’s sales price. A 
decision of the Fifth U. S. Circuit 
Court of Appeals supported the com- 
mission’s action. It was this decision 
(Interstate Nat. Gas Co. v. FPC 
(1946) 65 PUR NS 1, 152 F2d 949) 
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PRODUCTION DISPUTE 


that was carried in an appeal to the 
U. S. Supreme Court. 

The Federal Power Commission de- 
cision and the supporting circuit court 
decision of August 3, 1946, indicated 
that little hope could be held for a 
clear-cut finding in this direction. The 
result was a move on the part of Con- 
gressmen from gas-producing states to 
seek enactment of remedial legislation. 
Several bills were introduced in the 
80th Congress to curtail FPC’s as- 
sumed jurisdiction. Some of the bills 
represented more severe attacks upon 
FPC’s regulatory domain than others. 


8 jpraes the threat of impending 
legislative action to curb its pow- 
ers, FPC reversed its position taken in 
the Interstate Case up to the time of 
the Fifth U. S. Circuit Court opinion 
in the Interstate Case, and reverted to 
the stand taken in the Columbian Fuel 
Corporation Case. To support its posi- 
tion, the commission (now consisting 
of Commissioners Olds, Draper, 
Smith, and Wimberly) decided to act 
upon three dormant cases and in do- 
ing so disclaimed jurisdiction over 
sales by nonaffiliated companies or 
arm’s-length sales made in the field. 
Two of these decisions were passed 
down by FPC on May 20, 1947, and 
a third eight days later. But on June 
16, 1947, the U. S. Supreme Court 
decision in the Interstate Natural Gas 
Company Case, 69 PUR NS 1, 331 
US 682, was construed to hold that 
all sales of natural gas for resale in 
interstate commerce are subject to 
regulation by FPC. Congress having 
adjourned without final action on a 
bill to amend the Natural Gas Act, the 
commission was left with the appar- 
ent duty of applying the law as inter- 
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What the Phillips Case Settled 


6¢ Past August the Federal Power Commission’s decision in the now 

famous Phillips Petroleum Company Case (90 PUR NS 325), 
for the time being at least, settled the question of the commission’s 
jurisdiction over natural gas production-gathering. This ended a case 
which had been under investigation and consideration since 1948— 
unless, of course, the appellate courts should upset the FPC. Whether it 
will end the broader controversy over Federal regulation of independent 

producer-gatherers yet remains to be seen.” 





preted by the Supreme Court. During 
the period covered by the 80th and 
81st Congresses, the Moore-Rizley and 
the Kerr bills were introduced. Both 
these bills sought to exempt the inde- 
pendents from FPC control to greater 
or lesser degree. The Moore-Rizley 
Bill was successful in one chamber and 
died with the 80th Congress. The 
Kerr Bill passed both houses of Con- 
gress, but failed of enactment because 
of a veto by the President. 

When, on October 28, 1948, FPC 
undertook to investigate the natural 
gas operations of the Phillips Pe- 
troleum Company (one of the larger 
independent producers), all eyes 
turned to this case as a test of the com- 
mission’s jurisdiction. The commis- 
sion said it was to determine whether 
(1) the company was a “natural gas 
company” within the meaning of the 
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act; and (2) whether any of Phillips’ 
rates, charges, or classifications were 
“unjust, unreasonable, unduly dis- 
criminatory, or preferential.” 


Sp call for a hearing in the case 
came shortly after the veto of the 
Kerr Bill on April 15, 1950. A greater 
pressure was brought to bear by a 
further shift in the commission’s po- 
litical complexion, placing a “liberal” 
majority in control. At this point, 
FPC decided to rescind its Order 139, 
again raising the threat of regulatory 
action against independents. 

On February 9, 1950, the commis- 
sion issued an order specifying the 
issues and calling for a public hearing 
to be held on March 20, 1950. This 
date was changed from time to time 
by commission order and the hearing 
did not get under way until April 3, 
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1951. This hearing, held in Okla- 
homa, is popularly known as the 
“Bartlesville hearing.” 

The Federal Power Commission 
hearing at Bartlesville, to determine 
ultimately whether the vast oil-pro- 
ducing Phillips Petroleum Company 
is subject to government regulation in 
its natural gas business phases, came 
to an end May 24th after thirty-nine 
days of testimony. 

The inquiry resulted in 5,843 pages 
of testimony and concerned Phillips’ 
sales of raw gas, by-product of its pe- 
troleum operations, to interstate pipe- 
line companies, which in turn sell to 
consumer cities in the West and North. 

Several cities which use the fuel in- 
tervened on the side of the govern- 
ment. The principal intervener for 
Phillips was the Texas Railroad Com- 
mission, since much of the gas in- 
volved is produced by the company in 
west Texas. 

Also resisting assumption of con- 
trol by FPC as interveners in the 
hearing were the states of Kansas and 
New Mexico. Cities in Michigan and 
Wisconsin intervened in the hope that 
FPC would take jurisdiction and keep 
rates to consumers down. 


Ox April 4th at the start of the 
hearings, Trial Examiner Ed- 
ward A. Marsh ruled that the hearing 
must be confined to the question of 
whether Phillips is a natural gas com- 
pany within the meaning of the Nat- 
ural Gas Act and instructed attorney 
McAllister, FPC’s chief, to limit his 
exhibits to coverage of that point, al- 
though he did permit admission of 
data on the question of discriminatory 
rates after making the ruling. Then 
the FPC took an unusual step. 
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On April 17th, FPC ordered 
Marsh to confine the hearing and in- 
vestigation to the question of whether 
the commission has jurisdiction over 
the company, putting off the rate ques- 
tion to a later date. 

The city of Kansas City, Missouri, 
and the state of Wisconsin (by its 
public service commission) took ex- 
ception to limitation of the hearing to 
this one issue on April 5th. 

In testimony that day W. S. Etchie- 
son, natural gas supervisor for the 
Phillips Company in the Hugoton- 
Panhandle area, under questioning of 
McAllister, said the company had been 
delivering an average of 350,000 mcr 
of gas a day to the Michigan-Wiscon- 
sin Pipe Line Company from the 
Sherman plant and 165,000 mcr to 
the El Paso Natural Gas Company 
from the Dumas plant. 

Later during the hearing K. S. 
Adams, president of Phillips, was 
called to the stand and testified that 
the company’s natural gas operations 
were outside his responsibilities. Such 
matters, he said, were delegated to 
company departments concerned with 
the gathering and sale of the fuel. 

During Adams’ testimony McAI- 
lister cited the company’s annual re- 
port of 1948 to show that the com- 
pany expected to deliver 340,000 mcr 
of gas by 1953 to the Michigan-Wis- 
consin Pipeline Company. The annual 
report of 1949 said that Phillips gas 
sales for the year were over 418,000,- 
000 mcr. 


6 der 1950 report showed the gas 
volume sales were 504,000,000 
mcF. Gross income from outside pur- 
chasers was $26,000,000. Some 280,- 
000 mcF were delivered to the Mich- 
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igan-Wisconsin Company and 395,000 
MCF to El Paso. 

The first two weeks of the trial were 
consumed with heated exchanges be- 
tween counsels on questions of evi- 
dence and data and resulted chiefly in 
the inclusion of material designed to 
show the actual production activities 
of the Phillips Company, as well as its 
distribution of gas, its contracts, and 
the physical aspects of production and 
distribution through the contracts. 

When FPC issued its April 17th 
order that the hearing be limited to the 
jurisdictional question, it announced 
that this was done so that the commis- 
sion could decide that issue within 
three to six months. It was pointed 
out that if the question of actual rates 
became involved, the issue could be 
continued through the Federal courts 
for as much as five years. 


URING subsequent hearings testi- 
mony was taken designed to show 
that the gas transactions involved in- 
terstate commerce and came under 
FPC jurisdiction. Warren Sparks, in 
cross-examining Howard Markley, 
Phillips engineer, bore on the point in 
an agreement with the El Paso Nat- 
ural Gas Company but Phillips’ attor- 
neys specified that El Paso takes own- 
ership of gas which once passes 
through its meters, although some is 
returned to Phillips for purification. 
George C. Roth of Oklahoma City, 
assistant to the operations manager of 
Cities Service Company, one of Phil- 
lips’ gas buyers and a supplier of the 
fuel to Kansas City, testified that 
about 75 per cent of the natural gas 
Cities Service buys from Phillips in 
Oklahoma’s Edmond field goes to 
points in Kansas and Missouri. 
MAY 8, 1952 
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BD Becc wey until closing of the 
hearings from April 17th on was 
concerned with technical aspects, con- 
tract stipulations, and bore on the in- 
terstate commerce phase of the Phil- 
lips Company activities. At one ses- 
sion A. J. Ripple, manager of the 
firm’s natural gas department, testi- 
fied that back in 1940 when the com- 
pany suddenly found itself in posses- 
sion of considerable natural gas in the 
Panhandle field of northwest Texas— 
more than it could immediately sell— 
its officers sought new markets, espe- 
cially in California. 

Howell Perdue, FPC attorney, in- 
terrogated Ripple in an effort to prove 
that Phillips was active in creating 
new markets and thus prove the gov- 
ernment’s contention that Phillips was 
an entity under the Natural Gas Acct. 
Ripple, in his testimony, said that there 
was a constant movement of natural 
gas in the company’s gathering system 
from wellhead to processing plant and 
into lines of the distributors who buy 
the fuel. 

Records were inserted in the last 
days of the hearing to show Wiscon- 
sin distributors charged from 10 to 20 
times the cost of the fuel to pipeline 
buyers. They were injected into the 
inquiry by Phillips’ attorneys during 
examination of Henry J. O’Leary, 
chief of the rate and research depart- 
ment of the Wisconsin Public Service 
Commission. 

These records showed Phillips 
charged the Michigan-Wisconsin Pipe 
Line Company slightly over eight 
cents per thousand cubic feet for dis- 
covering, producing, gathering, and 
delivering the fuel. Data were then 
introduced to show that the rate 
charged by one distributor, Milwaukee 
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Gas Light Company, for zone one of 
the city of Milwaukee, ranged from a 
maximum of $1.50 per mcrF for resi- 
dential purposes to a minimum of 93 
cents per MCF for space heating. 


f Sone Bartlesville hearings wound 
up on May 23rd with an agree- 
ment of the opposing counsel that an 
intermediate report by Trial Examiner 
Marsh would be dispensed with, and 
he referred the voluminous record di- 
rectly to the members of the commis- 
sion in Washington, D. C. 

On May 9th FPC members met 
with the public officials of Michigan 
and Wisconsin to discuss methods of 
future procedure. At that time, Mon 
Wallgren, then chairman of the FPC, 
assured the officials that the commis- 
sion would render a prompt decision 
on the jurisdictional question. 

The matter, as is generally known, 
was decided in the negative, in an ex- 
ecutive session following on the heels 
of the oral argument. FPC Chairman 
Wallgren announced on July 18th that 
under the law and the facts of record 
in the proceeding, FPC does not have 
jurisdiction of the Phillips Petroleum 
Company as a natural gas company. 

On August 22nd a written opinion 
(Opinion No. 217, already cited 90 
PUR NS 325) was issued by the com- 
mission bearing up the mid-July an- 
nouncement. Besides exempting Phil- 
lips from jurisdiction, the commission 
said that it had reached the conclusion 
that it was without authority to regu- 
late the prices at which the producer 
and gatherer sells gas to the pipeline. 

This, however, has created a 
“vacuum” into which the Office of 
Price Stabilization has stepped. A re- 


cent question of natural gas field pric- 
ing was given close scrutiny by OPS. 
In the first (case of the type) OPS 
clamped a ceiling on the well-head 
price of gas from the Woodlawn field 
(Texas) where the Stanolind Oil & 
Gas Corporation and Continental Oil 
Company were discussing a 12-cent 
per MCF price in a proposed contract 
with Mississippi River Fuel Corpora- 
tion. OPS has established and re- 
affirmed a ceiling price of 10 cents per 
mcF. This situation was handled by 
the OPS petroleum branch which has 
jurisdiction because of the nonutility 
status of the production and sale. On 
the upper level, of course (7. e., whole- 
sale rates for natural gas sold for re- 
sale to gas-distributing utilities), OPS 
is intervening in at least a dozen cases 
on the FPC docket. 


your from the FPC decision in 
the Phillips Case was taken to the 
court of appeals for the District of 
Columbia. The appealing parties in- 
cluded the following: Kansas City, 
Missouri; the city of Milwaukee, Wis- 
consin; the state of Wisconsin and the 
public service commission of Wiscon- 
sin; the city of Detroit, Michigan; and 
the county of Wayne, Michigan. 

There is where the matter stands to- 
day awaiting argument, but not likely 
to result in a final decision before the 
summer recess of 1952. Thus, it 
would appear that the last word in the 
celebrated Phillips Case will not be 
spoken by the U. S. Supreme Court 
(to which ultimate appeal will almost 
certainly be taken) until after the 
American voters have selected the next 
President and Congress of the United 
States on November 4, 1952. 
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Mighty Mo Does It Again 


HE perennial spring floods are get- 

ting to resemble, in some respects, 
the proverbial state of the weather, which 
attracts more comment than action. Aside 
from universal sympathy for the home- 
less victims and their staggering losses in 
property and damages, the Washington 
reaction as to what to do about prevent- 
ing a recurrence was quite varied. Elec- 
tric utilities naturally are interested in 
this phase because of the inevitable tie-in 
of Federal hydroelectric construction and 
operation whenever a major flood-con- 
trol program is undertaken. 

But the variety of reaction ranged 
from tough-minded editorials in the Chi- 
cago Tribune and its affiliated Washing- 
ton, D. C., Times-Herald (concerning 
the calculated risk of people who live 
down by the river) to somewhat emo- 
tional pleas for immediate and gigantic 
Federal spending, including flood insur- 
ance, and so forth. And if these two ex- 
treme views of what to do tended to can- 
cel each other somewhat, the ideas of 
how to correct the perennial floodings 
were likewise a potpourri of different 
views. 

President Truman, flying over the 
flooded areas, used the occasion to bawl 
out Congress for economizing on his 
flood-control budget in the past, infer- 
entially slamming seven state governors 
of the area with the statement, “It has 
been a very difficult matter to get the 
governors of the upper regions of the 
valley to come together and understand 
what is necessary if we are to have a 
flood-control program that will work.” 

Needless to say, these remarks did not 
sit too well either with some members of 
the Congress or the state governors, 


in Washington and the 


Utilities 


most of whom, by coincidence, happen to 
be Republicans anyhow. They pointed 
out that they have been working closely 
on harnessing the river and its tributaries 
through the Missouri Basin Interagency 
Committee. This is a volunteer group of 
state and Federal agencies at work on 
river projects, including water power, ir- 
rigation, navigation, soil, and water 
conservation. 


O@ of the Senators who accom- 
panied President Truman was 
Chairman Chavez (Democrat, New 
Mexico) of the Senate Public Works 
Committee, who saw in the flood reason 
why money should be appropriated “to 
complete the Pick-Sloan plan” for the 
Missouri valley. This plan was put to- 
gether by the Army Engineers and the 
Bureau of Reclamation and has been the 
target of the supporters of the Missouri 
Valley Authority, who contend that the 
Pick-Sloan plan is a “piecemeal proposi- 
tion” which ‘lacks co-ordination, plan- 
ning, and integrated operation. 

As a matter of fact, two other Senators 
who sponsored the Missouri Valley Au- 
thority, which would set up a quasi au- 
tonomous agency a la TVA, also accom- 
panied President Truman on his airplane 
tour of the disaster region. They were 
Senators Hennings (Democrat, Mis- 
souri) and Murray (Democrat, Mon- 
tana). They saw the flood as a powerful 
argument for adopting the MVA. 

Still another, though not necessarily 
conflicting, proposal was unveiled in the 
Senate Public Works Committee by Sec- 
retary of Agriculture Brannan. This is 
the Agriculture Department’s plan for 
watershed people to hold the water where 
it falls. The Agriculture Department 
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WASHINGTON AND THE UTILITIES 


plan was said to be susceptible of being 
co-ordinated with the Pick-Sloan plan, 
although this is by no means generally 
conceded. Incidentally, it is the plan 
which the interagency committee has 
been pushing. The electric utility inter- 
est in all this may be generalized to the 
extent of saying that the Pick-Sloan plan 
contemplates the eventual production of 
quite a bit of hydroelectric power. But 
not nearly so much as an MVA would 
produce, judging by the experience and 
performance of the TVA, which is now 
primarily in the electric power business. 
The Agriculture Department’s “little 
dam” program would of itself result in 
comparatively little hydroelectric devel- 
opment because of the small size of the 
“upland” type of water controls used. 


Army Flood Control Gets a Rain Check 


T was certainly not oil which Presi- 

dent Truman spread on the raging 
flood waters as far as Washington reac- 
tion was concerned, when he indicated 
that he would take the Army Engineers 
out of the flood-control business entirely. 

Violent storm warnings immediately 
were raised in both houses of Congress. 
Result: A quick reverse play. No re- 
organization plan for this session. 

But actually, the reorganization plan 
which the President was slated to send 
to Congress is an old Hoover Commis- 
sion recommendation. The President rec- 
ommended that the flood-control and riv- 
ers and harbors work being done by the 
Army Engineers should be taken over 
by the Reclamation Bureau. The Army 
Engineers have many good friends in 
Congress and they can, and will, put up 
quite a battle on behalf of retaining “civil 
functions” for the corps. But it is 
doubtful if the friends of the corps will 
always have a majority of votes in either 
house on a showdown. It ought to be 
mighty close. 

It is not one of those things that can 
be stymied by Senate filibuster. Under 
the reorganization law already in effect, 
the plan could have become effective 
sixty days after submission unless one or 
the other chambers of Congress disap- 
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proved. What’s more, once the clock 
starts running on these sixty days, it does 
not matter whether Congress adjourns 
before the time limit, which is likely in 
view of the approaching political con- 
ventions. 

There seems to be little argument on 
the merits of the President’s aban- 
doned plan for merging admittedly dupli- 
cating construction functions of the 
Army Engineers and Reclamation Bu- 
reau. The argument is all over which 
way they should merge. The friends of 
the corps think that if there is any merg- 
ing to be done, the Reclamation Bureau 
ought to get out of the flood-control 
business and leave it to the Army Engi- 
neers. 

Traditionally, there have been basic 
policy differences between the two agen- 
cies. The Army Engineers have gen- 
erally favored navigation improvement to 
keeping the rivers open for free move- 
ment of inland waterway traffic. The 
Reclamation Bureau has placed more em- 
phasis on irrigation, although until re- 
cent years it has not been operating in 
territory where inland navigation im- 
provement was a factor. 


No MVA This Year 


Ou thing is certain — the Missouri 
river flood disaster is likely to pro- 
voke more campaign discussion on who 
is to blame for what, than prompt or af- 
firmative action by the 82nd Congress. 
President Truman shows no signs of 
letting the issue grow cold, although 
there are some partisan cynics who sug- 
gest that it might be because the admin- 
istration would like to keep the conversa- 
tion on this basis in lieu of more un- 
pleasant topics. 

For several years, the administration 
has been sending flood-control messages 
and similar proposals to Congress during 
the spring flood season. But it is not 
expected that the psychological effect of 
the timing of any new proposal will mean 
the revival of chances for actual congres- 
sional enactment of a Missouri Valley 
Authority. It can be expected, however, 
to produce continued agitation for such 
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Federal legislation during the forthcom- 
ing campaign. A full program is already 
in progress. 


> 
New England Gas Pains 


HE FPC and its lawyers have a dif- 

ficult decision to make on whether 
to take a further appeal from the recent 
decision of the Third U. S. Circuit Court 
of Appeals in the New England natural 
gas controversy. The decision is difficult 
because, as a strictly legal proposition, 
some observers are inclined to think 
chances are pretty good that the highest 
Court would not agree with the Federal 
appellate court, in throwing wide open 
again the question of whether one or two 
pipeline companies should be authorized 
to bring natural gas to New England. 
The court set aside and remanded for 
further hearings by the Federal Power 
Commission orders dividing the terri- 
tory’s transmission rights between 
Northeastern Gas Transmission Com- 
pany and the Algonquin Gas Transmis- 
sion Company. 

Northeastern had appealed on grounds 
that the FPC erred in dismissing its ap- 
plication to serve the whole area with a 
single integrated system. The opinion, 
by Judge McLaughlin, cited a U. S. Su- 
preme Court decision in a radio license 
case to the effect that where two rival 
applications are before a regulatory com- 
mission, one cannot be granted without 
hearing the other. The circuit court de- 
cided that Northeastern was entitled to 
further hearing. 


oe complicate FPC’s problem, sev- 
eral New England Senators are get- 
ting into the act. Senator Tobey (Re- 
publican, New Hampshire), in particu- 
lar, made statements expressing his 
agreement with the Third U. S. Circuit 
Court of Appeals’ decision, setting aside 
the FPC’s order splitting the New Eng- 
land market between two pipeline com- 
panies. The Senator claims that a single 
pipeline arrangement would be better. 
He expressed belief that the court’s 
action, calling for a further hearing by 
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the FPC, may clear up the “legal argu- 
ments” which have, in his view, persuad- 
ed the FPC to depart from its own earlier 
preference for a single transmission sys- 
tem covering the entire New England 
area. The Senator did not indicate, how- 
ever, that it would resort to any legis- 
lative approach if the FPC should finally 
rule in favor of dividing the territory, 
after rehearing. 

And that is something else to puzzle 
FPC’s members and attorneys. If the 
commission still thinks two pipeline sys- 
tems may be better than one for New 
England, perhaps the quickest way to get 
it over with would be to give North- 
eastern fair hearing, then order again. 


5 


Federal Commissioners More 
Secure 


HE House is expected to follow the 

lead of the Senate in passing a re- 
cent bill (S 1139) which gives the 
members of Federal regulatory commis- 
sions a little more security of tenure. 
Those who recall the stormy days when 
the controversy over confirming ex- 
Commissioner Olds left the commission 
with four members, will see good reason 
for the Hoover Commission recom- 
mendation for “holdover” commissions. 
One of the present members of the com- 
mission can easily recall anxious mo- 
ments when the Senate for no apparent 
reason, except sheer inertia, failed to con- 
firm his reappointment before his previ- 
ous term had expired. 

The Senate-passed bill would put into 
effect the following Hoover Commission 
recommendations for the Federal Power 
Commission, Federal Communications 
Commission, and Securities and Ex- 
change. Commission: (1) Members of 
these commissions could be removed by 
the President only for a cause (ineff- 
ciency, neglect of duty, or malfeasance in 
office) ; (2) members of these commis- 
sions, whose terms have expired, would 
be permitted to hold over until a succes- 
sor has been appointed and qualified— 
but no longer than sixty days after the 
expiration of their respective terms. 
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Atom Bomb No Threat to 
AT&T Cables 


MERICAN TELEPHONE AND TELE- 
GRAPH CoMPANy told the annual 
meeting of the company’s stockholders in 
New York recently its cable networks 
are so efficient that an atom bomb hit at 
any one point would have no more effect 
than “throwing a pebble through a tre- 


| mendous spider web.” The company also 


displayed its dial-operated air-raid warn- 
ing system that could alert the whole 
country in two minutes. 

The new warning system operates with 
a dial similar to those now in use on reg- 
ular telephones. Three types of alarms 
could be flashed to all parts of the coun- 
try by merely spinning the numerals to 
the proper position. The system would 
link up with bell signals and lights in 
police, fire, and civil defense key points, 
as well as hospitals, giving ample warn- 
ing of the coming danger. 

AT&T officials were confident of the 
ability of its system to take the atom 
bomb. They pointed out that its build- 
ings are so soundly constructed, its cables 
so deeply buried, and its alternate cir- 
cuits so instantly available that there 
should be no interruption of vital services 
if a bomb were to hit, and that disrup- 
tions of regular services in such event 
probably would be localized. 

More than 1,000 stockholders attended 
the largest meeting in the history of the 
company and approved company plans to 
raise more than half a billion dollars to 
carry on the vast expansion program of 
the Bell system. The funds are to be ob- 
tained through the sale to present stock- 
holders of convertible debentures totaling 
$550,000,000, the biggest private financ- 
ing project on record, 


Exchange Calls" 
And Gossip 
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Shareholders also authorized an in- 
crease in AT&T capital stock from 45,- 
000,000 to 60,000,000 shares to cover the 
issuance of new stock when the deben- 
tures become convertible. There was 
some discussion of splitting AT&T 
stock on a 3-for-1 basis. However, Cleo 
F, Craig, president of the company, said 
such a move at this time “would be harm- 
ful to our present financing and expan- 
sion program.” 


” regard to the problem of the end- 
less requests of the telephone com- 
panies for rate increases, Craig said such 
requests would continue “just as long as 
the country keeps on with inflation.” The 
Bell system, he declared, “does not enjoy 
asking for rate increases. But we know 
that it is our responsibility—as well as 
the responsibility of the public authori- 
ties which regulate telephone rates—to 
make sure that earnings and dividends 
will be as high as they need to be to 
maintain our good credit standing.” 

Prior to the stockholders’ meeting, 
Craig released a consolidated financial 
report of the AT&T and its principal op- 
erating telephone subsidiaries for the 
twelve months ended on February 29th. 
The consolidated net income of the Bell 
system amounted to $365,473,297 after 
all operating expenses, taxes, and other 
charges. This was equal to $11.50 a 
share on the outstanding capital stock of 
the parent company, and compares with 
a net of $362,075,384, or $12.93 a share 
on fewer shares outstanding, in the com- 
parable period a year ago. Federal taxes 
on income for the period amounted to 
$349,392,388 against $265,901,218 in the 
preceding comparable period. 

For the first quarter of 1952, AT&T 
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showed a net income of $87,050,000, or 
$2.59 a capital share, compared with a 
net of $80,808,223, or $2.78, in the first 
three months of 1951. On a consolidated 
basis, the Bell system had a net income 
of $95,073,244, or $2.85 a share, com- 
pared with a consolidated net of $95,406,- 
032, or $3.31 a share, in the correspond- 
ing three months a year ago. 

Craig said the Bell system added about 
560,000 telephones in the first quarter of 
1952 and the total number of Bell tele- 
phones now in operation has reached 
around 38,000,000. “The load on lines 
and switchboards remains very heavy in 
spite of the tremendous construction 
program of the last few years,” he ex- 
plained. “Some 16,000,000 phones have 
now been added by the Bell system since 
the end of the war. Service quality is be- 
ing generally well maintained, but it is 
essential that we keep on building new 
facilities on a large scale. To that end 
we are continuing every effort to obtain 
all the raw materials needed.” 


* 
Colorado Regulation 


a. or local rate regulation 
received the final “coup de grace” 
in Colorado when the state supreme court 
refused to grant a rehearing in a case, 
heard in February, in which it ruled that 
the state public utility commission has 
sole authority to regulate intrastate tele- 
phone rates and that Denver and other 
home-rule cities cannot set such rates 
within their boundaries. The final deci- 
sion removed the last obstacle holding un 
a commission ruling in the current con- 
troversy over rates of the Mountain 
States Telephone & Telegraph Company. 
Delay in valuating the property of the 
company for purposes of fixing a rate 
base had caused the commission’s un- 
certainty of its jurisdiction. 

PUC Chairman Joseph W. Hawley 
welcomed the decision as meaning an end 
to the limitation of the commission’s au- 
thority to areas outside of home-rule 
cities which made for continual conflict 
and rate discrimination between one mu- 
nicipality and another. 
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Copper Allocations More Liberal 


HE urgent needs of the communica- 
tions industry to meet demands for 
essential services have been recognized to 
some extent by the National Production 
Authority. Persistent appeals from the 
industry’s claimant agency, communica- 
tions equipment division, resulted in an 
additional allotment of 3,500,000 pounds 
of copper for the third quarter of 1952 
over and above the 52,720,000 pounds of 
copper already allocated for the third 
quarter. Though the original allocation 
announced by the Defense Production 
Administration exceeded second-quarter 
allocations by 5,000,000 pounds, it still 
fell 10,000,000 pounds short of meeting 
the stated requirements of the industry. 
No adjustments were made in the allo- 
cations of steel and aluminum for the 
third quarter. 
The division of CMP allocations be- 
tween manufacturers and operating com- 
panies is as follows: 


Manufac- Operating 

turers Companies 

Steel, carbon ...... 13,518 tons 25,763 
Steel, alloy ....... 819 tons 1 
Steel, stainless .... 170,000 Ibs. 500 
Brass mill products. 7,635,600 Ibs. 114,400 


Wire mill products. 6,878,000 Ibs. 40,487,000 
Foundry products.. 212,090 Ibs. 1,310 
Aluminum ........ 2,610,800 Ibs. 1,269,200 


Jaui ANprEws, acting director of 
NPA’s copper division, has reported 
that second-quarter copper orders under 
CMP can probably be filled, due to an 
“increased flow of copper and brass 
scrap,” resulting in an easing of the se- 
vere copper shortage. The shortage had 
been expected to last into 1953, but 
revocation of the copper wire mill prod- 
ucts order is now being urged. “Effective 
at once,” Andrews said, “the copper di- 
vision will attempt to bring into balance 
inventory positions of the brass mill, wire 
mill, and foundries industries.” 
Rumors that all controls might soon 
be ended have been strengthened by 
President Truman’s seizure of the steel 
industry. A modified controls bill exten- 
sion had been confidently expected by 
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EXCHANGE CALLS AND GOSSIP 


June when the Defense Production Act 
expires. But the wage-price dispute in 
the steel industry, culminating in gov- 
ernment seizure, has given opponents of 
controls extension new ammunition in 
their fight to eliminate all controls. Sen- 
ator Maybank (Democrat, South Caro- 
lina), chairman of the Senate Banking 
and Currency Committee, said frankly 
that it would be a “dreadful mistake” for 
his committee to even consider extension 
of controls while the steel crisis con- 
tinues. The brighter outlook in the 
metals supply situation has already led 
to plans for the gradual dissolution of the 
control agencies, NPA and DPA, and 
the present steel dispute is considered 
likely to accelerate the schedule for get- 
ting rid of all controls. However, most 
observers predict Congress will pass 
some sort of weakened controls law. 


> 


The “Inherent Powers” of 
Soctalization? 


[' there any limit to the inherent powers 
of the President under which the 
steel industry was seized? The com- 
munications industry has been given a 
bad case of jitters by Harry Truman’s 
suggestion that there is not. Asked if he 
would consider it proper to seize the 
newspapers and radio stations under the 
same inherent powers by which he seized 
the steel industry, Truman told 350 
members of the American Society of 
Newspaper Editors that, under similar 
circumstances, the President must do 
what is best for the country. 

Though the President’s answer was as 
vague as to the definition of his powers 
under the Constitution, many editors at- 
tending the press conference were frank- 
ly shocked. “If he’s got that much pow- 
er,” cried Robert N. Hitt, Jr., editor of 
the Charleston (South Carolina) Eve- 
ning Post, “we might as well throw away 
the Constitution. There must be some 
limits on the President’s power.” With 
both telephone and telegraph strikes 
still on, at the time, the communication 
utilities were understandably nervous 
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over the President’s reference to the 
nonutility communications industry. 

Just what those limits might be is now 
a matter of frantic debates. It is not the 
first time that Presidents have exceeded 
what seem to be their powers. Jefferson’s 
Louisiana Purchase was of dubious con- 
stitutionality as was Lincoln’s suspension 
of the writ of habeas corpus. Neither of 
these acts was effectively challenged. On 
the contrary, they were generally ap- 
plauded, like many of Franklin Roose- 
velt’s extensions of authority, as the acts 
of strong men who act quickly and deci- 
sively regardless of limitations, and for 
whom many have admiration. 


ERHAPS the current uproar over Tru- 

man’s action stems from the wide- 
spread feeling that it was not the act of 
a strong President asserting his author- 
ity effectively in an emergency, but rath- 
er the impulsive performance of a con- 
fused administration which having blun- 
dered into a critical situation (in han- 
dling the steel case), had to use strong- 
arm methods to get out of it. In this 
view, the emergency, such as it was, was 
of its own making. 

Senator Ferguson (Republican, Mich- 
igan) summed up this feeling, saying 
that we now have a government of emer- 
gency, by emergency, and for emergency. 
The likelihood that the nation will be 
continually faced with emergencies and 
crises as long as world conditions remain 
as chaotic as they are at present places 
upon the electorate a responsibility of 
vastly greater significance when it goes 
to the polls to choose a Chief Executive. 
A President determined to exploit his 
vague constitutional authority can be 
checked in only two ways—impeachment, 
which is most difficult, and defeat at the 
polls. In addition, the steel seizure has 
brought to light the growing number of 
those who feel that, in the contemporary 
world, the Constitution in its present 
form may well prove to offer inadequate 
protection of property rights and the en- 
terprise system at the same time retain- 
ing flexibility for use by a wise President 
in a time of real emergency. 
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Electric Utility Statistics 
For 1951 


HE Edison Electric Institute has is- 

sued preliminary copies of its annual 
Statistical Bulletin No. 19, giving the 
data most in demand by those desiring 
advance information. Some of the signifi- 
cant ratios and data may be summarized 
as follows: 

Fuel efficiency in steam-generating 
stations has improved about 25 per cent 
since 1937: only about 1.14 pounds of 
coal (or equivalent in other fuels) were 
required to produce a kilowatt hour in 
1951 compared with 1.42 pounds in 1937. 
However, the price of fuel has almost 
doubled during this period—from $3.26 
per ton to $6.05. Thus the price of fuel 
has more than offset the improved effi- 
ciency, with the result that the cost of 
fuel per kilowatt hour increased from 
2.3 mills in 1937 to 3.4 mills in 1951, a 
gain of nearly 50 per cent. In the first 
three years of the postwar period there 
was a 45 per cent increase—from 2.9 
mills to 4.2—but in the past three years 
the cost has declined to 3.4 mills. 

A more exact test of generating effi- 
ciency is the BTu consumed to produce 
one net kilowatt hour. Data for 1951 
are not available, but in 1950 the average 
BTu per net kilowatt hour was 14,027 
compared with 15,738 in 1948, an effi- 
ciency gain of about 12 per cent in two 
years. This trend undoubtedly continued 
in 1951. During the same period the 
average cost of fuel per net kilowatt hour 
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Financial News 
and Comment 


By OWEN ELY 


declined 17 per cent, reflecting lower fuel 
costs as well as greater efficiency; coal 
prices declined 5 per cent and oil 29 per 
cent, but gas increased 6 per cent. The 
average BTU content of coal declined 
about 1 per cent and that of gas 9 per 
cent, while that of oil increased 2 per 
cent. 


pgp fuel costs, as well as the BTU 
content of fuel, varied greatly in 
different areas. At the two price ex- 
tremes were New England, where coal in 
1950 cost an average of $9.89 a ton, and 
the west-south-central area, where the 
cost was only $4.49. There was also con- 
siderable disparity in oil prices, which 
ranged from $3.58 per barrel in the east- 
north-central area to $1.35 on the Pacific 
coast. The price of gas ranged from a 
high of about 26 cents per MCF in the 
Middle Atlantic states to less than 9 
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FINANCIAL NEWS AND COMMENT 


cents in the east-north-central area and 
8 cents in the west-south-central section. 

Turning to the table “The Investor’s 
Position in the Electrical Utility Com- 
panies,” the 1951 average return on long- 
term debt is reported at 2.92 per cent, on 
preferred stocks 4.3 per cent, and on 
common stock equity 7.5 per cent. The 
table “The Market for New Utility Capi- 
tal” shows an average return on new elec- 
tric and gas utility bonds of 3.25 per cent 
and on utility preferred stocks of 4.73 
per cent. 

Generating capacity at the end of 1951 
reached a total of over 75,000,000 kilo- 
watts, of which 80 per cent represented 
investor-owned utilities and 20 per cent 
public power. Of the public power, 52 
per cent was Federal ; 34 per cent munici- 
pal; 12 per cent co-operatives, PUD’s, 
and state projects; and 2 per cent non- 
central stations. Private utilities owned 
only 52 per cent of the nation’s hydro 
facilities, but in the steam-generating 
field they had 91 per cent. 

The load factor last year was 60 per 
cent compared with 58.4 per cent in the 
previous year. While the figure was the 
highest in the postwar period, it com- 
pared with 64.2 per cent in the last war 
year, 1945. The margin of spare and re- 
serve capacity was reported as only 7 
per cent, but a footnote stated: “The 
peaks on power pools are somewhat less 
than the arithmetical sum of the indi- 
vidual company peaks, and the effective 
capacity of generating equipment is sub- 
stantially larger than the name-plate rat- 
ing. On this practical basis the reserve 
margin was 11.5 per cent in 1951.” 


HE table on construction expendi- 

tures (excluding large Federal proj- 
ects) showed that total expenditures 
averaged about $2.7 billion per annum 
in the past three years, compared with 
wartime expenditures averaging less 
than half a billion dollars. The big ex- 
pansion program of 1923-1930 averaged 
about $800,000,000 per annum. 

The average residential rate per kilo- 
watt hour dropped to 2.81 cents in 1951, 
continuing the same rate of decline 
(about .07 cents per annum) as in the 
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two previous years. The present rate is 
only 38 per cent of that in 1921 (7.39 
cents). Average residential usage rose 
to 2,004 kilowatt hours in 1951 com- 
pared with 1,830 in the previous year, 
1,229 in the last war year, and 853 in 
1938. 

While rates for small commercial 
users have shown almost the same steady 
decline as residential rates, industrial 
rates have shown less change. The rate 
averaged 1.20 cents per kilowatt hour in 
1938 and dropped sharply to .90 cents in 
1943. Reversing the trend, it advanced 
to 1.05 cents in 1949, later dropping to 
1 cent. The average rate for all ultimate 
customers declined sharply in 1938-1944 
but has since fluctuated between 1.73 
cents-1.86 cents (1.78 cents in 1951). 

Taxes last year took 23 per cent of the 
revenue dollar, compared with 21 per 
cent in 1950 and 18 per cent in 1948. 
However, in the wartime years 1942-43 
the ratio had been as high as 24 per cent. 
Federal taxes are of course the cause of 
these changes ; state and local taxes over 
the past decade remained around 8-9 per 
cent of revenues, with little yearly varia- 
tion. 

Capitalization ratios have changed sur- 
prisingly little, considering the tremen- 
dous expansion program. Figures for 
1951 are not yet available, but the 1950 
capital structure was 48.9 per cent debt, 
14.1 per cent preferred stock, and 37 per 
cent common stock equity; in 1940 the 
same figures were 47.3, 14.4, and 38.3. 

Construction costs are reported as per- 
centages based on 1911 as 100 per cent. 
Costs were up surprisingly little last 
year. In the North Atlantic division, the 
increase was only about 2 per cent com- 
pared with 15 per cent in 1950. How- 
ever, the entire postwar increase in this 
area was about 78 per cent compared with 
the previous wartime gain of only about 
14 per cent. 


+ 
Utility Financing in the First 
Quarter 
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VALUE OF PUBLIC UTILITY SECURITY OFFERINGS 


THREE MONTHS ENDED MARCH 31, 


1952 


(1m THOUSANDS) 





BY TYPE OF SECURITY 




















TOTAL 
CAPITAL Lonc-Term PREFERRED Common 
FINANCING Dest Stock STocK 
AmOouNT * AmOuUNT * AMOUNT * AMOUNT *% 
BY TYPE OF UTILITY: 
ELrectric $496.653 70 $357,670 68 $60.155 71 $ 78,828 78 
GAs 198,733 28 162,300 31 20,000 24 16.433 16 
TELEPHONE 14,636 2 5,400 1 4.200 5 5.236 § 
OTHER 3,194 - 1,500 - 350 . 1,344 1 
TOTAL $713,416 100 $526,870 100 $84,705 100 $101,841 100 
BY TYPE OF SALE: 
Pustic (Direct) $463,938 68 $378,200 72 $73,855 87 $ 31,883 31 
Private 149,520 21 148,670 268 650 1 7 - 
SusescriPprion 79,9586 11 - 10,000 12 69.958 69 
TOTAL $713,416 100 $526.870 100 $64.705 100 $101,841 100 





BY PURPOSE OF SALE: 


New Money $706.616 99 


$525,670 100 


$84,705 100 $ 96,241 95 

















Divestment 5.600 1 - - . . 5.600 5 
REFUNDING 1,200 - 1,200 ° ° ° ° 

Torat $713.416 | 100 $526,870 100 $64,705 100 $101,845 /|100 

BY METHOD OF SALE: 

ComPETITIVE $375,620 53 $325,800 62 $24,000 28 $ 25.820 26 
NEGOTIATED 178,293 25 $2,400 10 58.355 69 67.538 66 
No UnNDERwRI TING 9,983 1 - - 1,500 2 8.483 8 
PaivatTe 149.520 21 148,670 28 850 1 - 

ToTat $713,416 | 100 $526.870 100 $64,705 100 $101,841 |100 





























Ebasco Services Incorporated—Corporate Finance Department 


financing for March and the first quarter 
of 1952, as compiled by the Irving Trust 
Company, appeared. On this page is a 
somewhat more comprehensive table pre- 
pared by Ebasco Services Incorporated, 
including also telephone and miscel- 
laneous utility financing. This table gives 
data on total financing classified (1) by 
type of sale, (2) by purpose of sale, and 
(3) by method of sale. More detailed 
tables are contained in the company’s 
ll-page “Analysis of Public Utility 
Financing,” issued by the corporate 
finance department as part of an annual 
subscription service. 
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Some comparisons with the first 
quarter of last year, based on the Ebasco 
figures, may be of interest. Total 
financing declined 29 per cent compared 
with last year, but this was due to the 
small amount of telephone financing— 
only $15,000,000 compared with $435, 
000,000 last year. Electric utilities in- 
creased their financing to nearly half-a- 
billion dollars, a gain of 15 per cent over 
last year; and gas utilities almost 
reached the $200,000,000 mark, a gain of 
43 per cent over last year. 

The proportions of different types of 
securities sold were as follows: 
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FINANCIAL NEWS AND COMMENT 


Gas 
Utilities 
82% 


Electric 
Utilities 


Preferred Stocks 
Common Stocks 8 


100% 


Refunding operations were so small that 
their inclusion did not affect the percent- 
ages. While the proportion of equity 
financing seems small, particularly for 
the gas companies, it must be remem- 
bered that reinvested earnings are also 
a factor in maintaining the equity ratio. 
Presumably the irregular markets of 
1952 have reduced the amount of equity 
financing (though in general utility 
stocks have acted well), while the recent 
improvement in bond and preferred stock 
markets has perhaps stimulated sale of 
senior issues. 





ITH respect to private financing, 

there was a substantial gain over 
1951, such financing approximating 21 
per cent of all utility financing in the first 
quarter this year compared with less than 
10 per cent last year. The amount of 
subscription sales declined sharply, 
amounting to only 11 per cent of the 
total compared with 53 per cent last year, 
but the figures are thrown awry by the 
huge amount of telephone subscription 
financing last year, which this year will 
fall into the second quarter. However, 
the electric companies did only 10 per 
cent of their financing by this method 
this year contrasted with 24 per cent last 
year; gas companies raised 11 per cent 
of their funds by this method against only 
9 per cent last year. 

Referring to underwritten sales of 
securities made directly to the public, 
and the old question of negotiated versus 
competitive bidding, the proportions of 
negotiated sales compared with last year 
were as follows: 


First Quarter 


1952 1951 
Electric Companies 10% 
Gas Companies 37 
All Utilities 18 


Thus there was rather a surprising gain 
for the electric companies as compared 
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with a sharp decline for the gas com- 
panies. The amount of preferred stock 
financing, which is frequently negotiated 
when markets are difficult, may explain 
the gain in the amount of negotiated 
financing for the electric utilities ; in the 
first quarter of this year $60,000,000 pre- 
ferred stocks were offered publicly by 
electric utilities versus $23,000,000 last 
year. 

On the other hand, the amount of 
preferred stock offered by gas companies 
was only $10,000,000 versus $29,000,000 
last year. 

. 


Natural Gas Earnings Lag Due 
To Higher Field Costs 


F2 the month of January, 1952, the 
class A and B natural gas companies 
reported net income of $29,800,000 com- 
pared with $28,200,000 in January last 
year, a gain of only 5.5 per cent, although 
revenues for the month were up 15.3 per 
cent. For the twelve months ended Janu- 
ary 31, 1952, net income was $199,500,- 
000 compared with $185,600,000 in the 
previous period, a gain of 7.5 per cent; 
revenues in this period showed a gain of 
21.1 per cent. Presumably the warm win- 
ter in the eastern part of the United 
States retarded house-heating sales 
somewhat, but this was probably not a 
major factor since in many areas the de- 
mand for this type of service cannot be 
met. In fact, McF sales of residential gas 
in January gained 11.8 per cent compared 
with only 6.6 per cent for industrial sales. 

One of the principal reasons for the 
poor showing of January net income was 
the 19.8 per cent increase in cost of pur- 
chased gas. Had this cost increased only 
in the same ratio as revenues (with ad- 
justment for resulting income tax sav- 
ings) net income would have shown a 
gain of about 11 per cent instead of 5.5 
per cent. This development shows the 
need for rate increases. The 25.1 per cent 
increase in depreciation and amortiza- 
tion, 26.7 per cent increase in interest on 
long-term debt, and 26.4 per cent increase 
in state and local taxes were contributing 
factors. Total Federal taxes increased 


MAY 8, 1952 








PUBLIC UTILITIES FORTNIGHTLY 


QUARTERLY REVENUES: TOTAL GAS UTILITY INDUSTRY 


Millions of Dollars 





Industrial and Commercial 


Residential 
(includes House Heating) 







700 








600 














American Gas Association 


only 13.6 per cent, less than the revenue 
gain. 


¢ the twelve months’ statement, cost 
of purchased gas increased in exactly 
the same ratio as revenues (21.1 per 
cent). However, depreciation and 
amortization jumped 28.4 per cent, taxes 
27.3, and interest 37.5 per cent, largely 
explaining why net income gained only 
7.5 per cent. 

During this period, gas utility plant 
increased from $4,526,000,000 to $5,- 
363,000,000, a gain of 18.5 per cent, and 
the reserve for depreciation and amorti- 
zation increased from $1,030,000,000 to 
$1,143,000,000, an increase of only 10.9 
per cent. As a result net plant increased 
20.7 per cent. It seems rather strange 
that, with depreciation and amortization 
charges increasing sharply, the gain in 
the plant reserve did not follow suit. 
However, it is idle to speculate as to the 
meaning of these figures without further 
detail. A breakdown of 1951 figures will 
be available later in the year, when the 
annual FPC and AGA statistical reports 
become available. 

The January statements were based 
on reports of 87 natural gas companies, 
five more than were represented in pre- 
vious monthly figures, so that the Janu- 
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ary trends are not strictly comparable 
with those in earlier months. 

The accompanying charts prepared by 
the American Gas Association show the 
quarterly revenues of the entire gas util- 
ity industry by quarters during 1950-51, 
and also for the natural gas utilities. The 
sharper gains in the natural gas figures 
are due, of course, to the continued sub- 
stitution of natural for manufactured gas. 


* 
Outlook for Electric Utilities 


N a recent issue of Perspective, Calvin 
Bullock, New York investment ad- 
visers, discussed “The Outlook for the 
Electric Utilities,” from which we sum- 
marize as follows: 

The utility stocks have behaved very 
well in the face of higher taxes. Based on 
price data for 175 gas and electric utility 
stocks, average dividend yields have 
dropped from 6.20 per cent last July to 
5.60 per cent recently; and the average 
price-earnings ratio has risen from 11.54 
to 13.70. Despite a one-third increase in 
Federal income taxes in 1951, net income 
of the electric utilities declined only one- 
half of one per cent, indicating impres- 
sive stability of earning power. 

The study points out, however, that 
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“there is danger that the indicated 
amount of common stock financing need- 
ed might be more than can be sold on a 
favorable basis unless unusually good 
markets prevail for a long time to come.” 
It estimates that the electric utilities must 
raise $623,000,000 common stock money 
this year, compared with $362,000,000 
in 1951. For the first quarter of the year, 
however, common stock financing was 
lower in amount than last year. 

The favorable earnings outlook in 
1952 should facilitate equity financing. 
Electric utilities are unique in that they 
are the only major industry to enjoy an 
improved Federal tax position in 1952. 
Assuming a 9 per cent to 10 per cent in- 
crease in revenues, it is estimated that 
the balance for common stock might be 
13-14 per cent higher than last year. 
Last year rate increases totaled only 
about $33,000,000 (many increases not 
being fully reflected) but pending appli- 
cations amount to $76,000,000 and many 
other increases are being prepared for. 


= 
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“The present level of common stock 
prices and the ability of many companies 
to sell at 30 per cent to 50 per cent over 
book value, minimizes dilution of com- 
mon stock earnings and offsets the higher 
cost of senior capital,” the report con- 
cludes, 

ns 


Federal Expenditures 


CCORDING to the “New England Let- 
ter,” published by The First Na- 
tional Bank of Boston, the burden on 
taxpayers is “so onerous that apparently 
there are no prospects of a serious at- 
tempt being made to raise sufficient rev- 
enue to fully meet the estimated $85 bil- 
lion Federal expenditures. 

“Taxes are bumping the ceiling and 
are causing increasing strain on all seg- 
ments of the economy. Estimated taxes 
of all kinds for the next fiscal year, based 
upon Federal revenue of $70 billion, will 
be more than 31 per cent of national in- 
come.” 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


——Share Earnings* 





1951 4/16/52 Cur- re Price- Div. 
Rev Price Div. rent Cur. JoIn- Of Re- Earn. Pay- 
(Mill.) About Rate Yield Period crease ports** Ratio out 
$193 S American G.& E........ ° $3.00# Tih 4lf 2% my 13.6 68% 
22 O Arizona Public Service .. 80 62 1.01d _— qy 129 79 
6 O Arkansas Mo. Power .... is 1.00 67 1.35d D6 qy lll 74 
20 S Atlantic City Elec. ...... 24 130 5.4 1.68f 11 my 143 «77 
4 O Bangor Hydro Elec. .... 26 160 6.2 1.93d D26 qy 135 83 
2 O Beverly G.& E. ........ 50 400 80 4.13d 31 a 121 97 
3 O Black Hills P.& L...... 18 128 7.1 1.94 D6 aqgy 93 66 
74 B Boston Edison ......... 46 280 6.1 3.16d 1 qy 146 89 
13 O California Elec. Pr, .... 8 60 7.5 54d D24 qy 148 111 
12 O Calif. Oregon Pr. ....... 26 #160 62 1.83f 1 b 142 8&7 
4) S Corolinn FP. GL. ....... 35 2.00 5.7 3.08m 2 my 114 65 
18 S Cen. HudsonG.& E..... 11 6 5.5 72d 9 qy 153 8 
14 O Central Ill. E.&G. ..... 24 130 54 2.36d 5 bq 10.1 55 
an S Control TA Lipmt ....... 37 2.20 5.9 2.90m 2 mey 128 76 
Se © Coes EE. Pm. cc covces 18 1.20 6.7 1.45d D6 qy 124 83 
8 O Central La, Elec. ....... 32 2.00 63 2.94d 7 qy 109 68 
24 O Central Maine Power ... 17 120 7.1 1.45m 5 my 117 8 
80 S Central & S.W. ........ 17 a 33 1.34d _ qy 12.7 67 
8 O Central Vermont PS. 12 80 67 1.17m 26 my 102 65 
77 S Cincinnati G. & E. ...... 39 = 2.00# 5.1 2.89d D3 aqy 135 69 
5 O Citizens Utilities ....... 28 90# 54# 2.25 20 qc 124 40 
80 S Cleveland Elec. Illum.... 53 2.60 49 3.68d 8 ay 144 71 
2 O Colorado Cent. Power... 16 100 6.3 1.34d 5 qc 119 75 
31 S Columbus & S.O.E, ..... 22 140 64 1.84d D9 ay 120 76 
281 S Commonwealth Edison .. 32 180 5.6 1.93d D9 ay 166 93 
7 C Community Pub. Ser. ... 15 90 6.0 1.26d D4 qy 119 71 
1 O Concord Electric ........ 35 240 69 2.52d DS a 139 95 
48 O Connecticut L. & P...... 15 88 5.9 94f D3 mcy 160 9% 
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—Share Earnings* 
4/16/52 . Cur- Freq. Price- Div. 
: Price Div. rent Cur. % In- Of Re- Earn. Pay- 
(Continued) Rate Yield Period crease ports** Ratio out 


2.34d D7 
2.26d _ 
1.67d D7 
2.63£ D2 
2.74d D4 
1.68d D14 
1.45d D30 
1.69f D2 
5.69d D20 
1.84£ 6 
2.10d 1 
3.12d D15 
1.29d D15 
2.52m 3 
1.84d 

1.88f 

1.64£ 

2.84d 

2.59d 

1.49m 

2.87d 


Connecticut Power 2.25 
Consol, Edison 

Consol, Gas Balt. 
Consumers Power 
eS ae 
Delaware P. & L. 

Bete Gi. Ge By, osccccese 
Detroit Edison 

Duke Power 

El Paso Electric 

Empire Dist. Elec. ...... 
Fitchburg G. & E. ...... 
Florida Power Corp. .... 
Florida P. & L. 

General Pub, Util. 

Green Mt. Power 

Gulf States Util. 
OS |. are 
Haverhill Electric 
Houston L. & P. 

Idaho Power 

Illinois Power 
Indianapolis P. & L. .... 
Interstate Power 

Iowa Elec. L. & P. ...... 
Iowa-Ill. G. & E. 

Iowa Power & Light .... 
Iowa Pub. Service 

Iowa Southern Util. 
Kansas City P. & L. .... 
Kansas Gas & Elec. ..... 
Kansas Pr. & Lt. 
Kentucky Utilities 

Lake Superior v7 P, 
Lawrence G. & E 

Long Island Lighting ae 
Louisville G, & E 

Lowell Elec. Lt. 

Lynn G, & E. 

Madison G. & E. 

Maine Public ve se 
Michigan G. & 

Middle South tl preaiaies 
Minnesota P. & L. ....... 
Missouri Edison 
Missouri P.S. 

Missouri Utilities 
Montana Power 
Mountain States Pr. 
New England Elec. ..... 
New England G. & E. ... 
New Orleans P.S. ...... 
Newport Electric 

N.Y. State E. & G. 
Niagara Mohawk 

North American 
Northern Ind. P.S. ..... 
Northern States Pr. ..... 
Northwestern P.S. ...... 
Ohio Edison 

Oklahoma G. & E. 

Otter Tail Power 
Pacific G. & E. 
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FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


Share Earnings* 














1951 4/16/52 Cur- Freq. Price- Div. 
Rev. rice Div. rent Cur. % In- Of Re- Earn. Pay- 
(Mill.) (Continued) About Rate Yield Period crease ports** Ratio out 
me @D Peele F. & ba: civcseccs 18 110 6.1 1.52f 20 my 118 72 
85 S Penn Power & Light .... 29 160 5.5 2.33f v) my 124 69 
7 C Penn Water & Power.... 41 2.00 4.9 2.24d — ac 183 89 
165 S Philadelphia Elec. ...... 29 13e 652 2.03d D12 qy 143 74 
25 O Portland Gen. Elec. ..... 28 180 64 2.79f 2 ec 100 65 
43 S Potomac Elec. Power... 15 20 6.0 1.12d 22 qy 134 80 
49 S Pub. Serv. of Colo. ..... 28 1.40 5.0 2.10d D4 qy 13.3 67 
201 S Pub. Serv. E.&G....... 26 160 6.2 2.13d 34 qc 122 75 
50 S Pub. Serv. of Ind. ...... 30 180 6.0 2.19f 7 ec 13.7 82 
17 O Public Serv. of N.H. ... 24 180 7.5 1.75m 20 mey 13.7 103 
7 O Public Serv. of N.M.... 9 56 62 84d 5 qy 107 67 
21 O Puget Sound P.&L. ..... 19 80 42 1.62d D12 my 117 49 
38 S Rochester G. & E. ...... 36 2.24 6.2 2.24d D7 ay 16.1 100 
8 O Rockland L. & P........ 11 60 5.5 68d D3 b 162 88 
29 O San Diego G. & E. ...... 14 80 5.7 1.24£ 11 b 113 65 
11 S Seranton Elec. ......... 15 100 6.7 1.07f D14 my 140 93 
5 O Sierra Pacific Power ... 24 1.60 6.7 1.93f D8 my 124 83 
118 S So. Calif. Edison ....... 34 2.00 5.9 2.81d D3 qy 121 71 
23 S So. Carolina E.&G. ..... 10 60 60 57f D10 mcy 17.5 105 
4 O Southern Colo. Pr. ..... 11 70 64 82n 5 ec i134 8&5 
154 S Southern Company ..... 14 80 57 1.10f 12 my 127 73 
11 S So. Indiana G. & E. .... 22 150 68 1.95m Dil mey 11.3 77 
2 O Southwestern E.S. ...... 14 88 63 1.41f 8 — 99 63 
23 O Southwestern P.S. ...... 19 112 59 1.34£ 16 mey 142 84 
6S &. joes L. &P. ...... 25 160 64 1.98d 3 ay 126 81 
13 C Tampa Electric ......... 42 240 5.7 2.97f D13 my 141 81 
82 S Texas Utilities ......... 34 168 5.0 2.84f 22 qy 120 59 
31 S Toledo Edison ......... 11 70 6.4 91d DO ay 121 77 
7 O Tucson G.E.L.&P. ...... 27 160 59 2.55m 18 bq 106 63 
23 O United Illum. .......... 42 2.40 5.7 2.38d D16 — 17.7 100 
2 O Upper Peninsula Pr..... 16 1.20 7.5 1.40d D2 bq 114 8&8 
24 S Utah Power & Light .... 29 180 62 2.35f DS mey 123 77 
69 S Virginia E.&P. ......... 23 1.20 52 1.71f — me 125 
100 S West Penn Elec. ........ 31 200 65 2.75£ D7 e 113 73 
54 O West Penn Power ...... 37 185 50 2.14d D8& qagy 173 8% 
8 O Western Lt. & Tel. ...... 24 160 67 2.12d 11 qy 113 75 
19 O Western Mass. Cos. .... 30 2.00 6.7 2.10d D22 ac 143 95 
73 S Wisconsin E.P, ......... 24 1.30 5.4 1.94d 2 ay 124 67 
26 O Wisconsin P. & L. ...... 17 112 66 1.49d 4 ay 114 75 
I p.cattansieiennvens 6.1% 128 77% 
Canadian Companiest+ 
134x C Brazilian Trac. L.&P.... 11 100 9.1 2.35x + qc 47 43 
15 C Gatineau Power ........ 17 120 7.1 1.30d Di1i1 qe 13.1 92 
7x C Quebec Power .......... 18 100 5.6 1.17d Dil qc 154 86 
29x C Shawinigan Water & Pr.. 41 145 3.5 1.84d D7 qe 223 79 
16x C Winnipeg Elec. ......... 37 240 6.5 2.44x D4 a 152 9% 


x—Year 1950. s—September, 1951. o—October, 1951. n—November, 1951. d—December, 
1951. j—January, 1952. f—February, 1952. m—March, 1952. B—Boston Exchange. C—Curb 
exchange. O—Over-counter or out-of-town exchange. S—New York Stock Exchange. D— 
Decrease. E—Estimated. NC—No comparable figures available. PF—Pro forma. *If addi- 
tional common shares have been recently offered, earnings are adjusted to give effect to the 
offering. Percentage change is in the balance available for common stock. ¢tWhile these stocks 
are listed on the Curb, Canadian prices are used. (Curb prices are affected by exchange rates, 
etc.) #Stock dividend also paid in 1951. **The following symbols are used in this column to 
indicate the periods and frequency of earnings reports: a—Calendar year only. b—Twelve 
months only (reported monthly). bq—Twelve months only (reported quarterly). c—Cumula- 
tive months and twelve months, m—Month only. mc—Latest month and cumulative months. 
mcy—Latest month, cumulative months, and twelve months. mqy—Latest month, three months, 
and twelve months. my—Latest month and latest twelve months. q—Latest quarter only. qc— 
Quarters cumulatively. qy—Latest quarter plus last twelve months. 
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What Others Think 


Hell’s Canyon Dam: Pro and Con 


= hearings have begun 
on the Bureau of Reclamation’s gi- 
gantic power project on the Snake river 
in Idaho. The bureau, seeking authoriza- 
tion to construct the controversial Hell’s 
Canyon dam on the Snake, has run into 
the solid opposition of the Idaho dele- 
gation, most of whom would prefer to 
have the Idaho Power Company go 
ahead with its plan to construct five 
smaller dams on the Snake, even though 
the resulting amount of electricity would 
not be as large as the amount which 
would be derived from the government’s 
project. The Hell’s Canyon dam would 
flood out the private company sites. 
Whether or not Congress will simply 
dodge the question during an election 
year remains to be seen, but proponents 
and opponents are nevertheless lining up 
in the Senate and House. (See “Wash- 
ington and the Utilities,” page 630.) 

Senator Wayne Morse (Republican, 
Oregon), in a 3-hour Senate speech, 
urged his colleagues to authorize the con- 
struction of a dam which will, in fifty 
years, “repay 100 per cent of the reim- 
bursable costs to the Federal Treasury 
with interest.” Morse said the project 
would assure the “orderly resource de- 
velopment in our great Columbia river 
basin for the benefit of the people not only 
of Oregon but of those in neighboring 
states and for the nation at large.” 

The Oregon Senator pointed to the 
lack of power in the Pacific Northwest 
as responsible for holding back the eco- 
nomic development of that region and 
said that the area would be 650,000 kilo- 
watts short of power next year despite 
present construction on the Columbia 
river, whose benefits will not be realized 
until 1958. He continued: 


In every way, Hell’s Canyon dam 


645 


fits into the pattern for maximum use 
of valuable water resources of the 
Northwest. Hell’s Canyon represents 
orderly development from both the 
short-term and the long-range point of 
view—a wise, prudent investment, 
without waste in water. 


ORSE denied that a provision in his 
bill reserving 300,000 kilowatts of 
power and associated energy for use in 
Idaho would constitute a limitation on 
the amount of power which can be made 
available for use in that state, “for still 
more could be obtained from the Federal 
system, as is the case in other parts of 
the Columbia basin.” He charged that 
construction of a low dam at Oxbow, the 
proponents of which are now seeking a 
permit from the Federal Power Com- 
mission, would prevent full utilization of 
that part of the Snake and would produce 
only about one-tenth of the power Hell’s 
Canyon dam would produce. 

For those who fear the dam will not 
provide adequate water for irrigation 
purposes, due to the location of the Hell’s 
Canyon reservoir, Morse replied that “it 
has been a part of the plan from the out- 
set to obtain for irrigation projects the 
same kind of financial assistance from 
the Hell’s Canyon development which is 
available where irrigation and power are 
physically combined in a single project.” 

The Senator from Oregon said the 
fears of the Idaho Power Company— 
that preference provisions would prevent 
the disposal of power to it for distribu- 
tion under reasonably long-range com- 
mitments—were groundless and added: 


. . . if there were any merit to the 
claim that the preference provisions 
would deny access to power from the 
Columbia river system to this or any 
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other private utility, the solution would 
lie in full public development of our 
hydroelectric resources so as to pro- 
vide generating capacity well in ad- 
vance of load growth. 

With plenty of power for all, no 
problem of preference will arise. How- 
ever, no private utility, in order to pre- 
serve what it conceives to be a desir- 
able local monopoly, should be heard 
to complain that it is being denied ac- 
cess to publicly generated power be- 
cause of the preference provision, 
while at the same time it opposes de- 
velopments like Hell’s Canyon, which 
will provide sufficient power for all, 
wholly without regard to, and irrespec- 
tive of, preference provisions in exist- 
ing law. 


ARGE-SCALE industrial development 
would be created and nourished by 
the Hell’s Canyon project, according to 
Morse. He estimated that power from 
the dam and benefiting plants sold to a 
number of electro-process industries in 
the same proportion as the present sup- 
ply from the Columbia river system as 
used by industrial customers, “would 
yield local taxes amounting to about $1,- 
500,000 a year and Federal income taxes 
of $18,000,000 annually.” 

Morse remarked that “no one” in the 
state of Washington criticizes the Grand 
Coulee dam as a socialistic venture and 
he called for full Senate support for the 
doctrine, widely accepted in the West 
and particularly the Northwest, “that 
construction of large dams for multiple- 
purpose use of our rivers is the business 
of the United States,” adding that “We 
cannot and must not tolerate mutilation 
of our rivers.” 

Senator Morse vigorously denied that 
Idaho farmers would be refused their 
water rights or that the project would 
prevent future irrigation development in 
upstream areas. He charged that efforts 
are being made to mislead people into be- 
lieving that the project is the Columbia 
Valley Authority in disguise. He pointed 
to his record as an opponent of CVA and 
declared that the Hell’s Canyon project 


has no “cause-to-effect relationship what- 
soever with the CVA issue.” 


HE Chamber of Commerce of the 

United States, in a letter recently 
sent to the House Interior Affairs Com- 
mittee, seems to have summed up the 
views of the opposition to the Snake 
river project. The chamber told the com- 
mittee that the $476,000,000 project was 
unnecessary and merely constitutes a 
further government intrusion into private 
enterprise, “an example of the kind of 
something-for-nothing schemes which 
are breaking the nation.” 

The chamber said that in addition to 
the $476,000,000 original cost, an addi- 
tional $1 billion would have to be spent 
for downstream dams to attain all the 
benefits which have been argued for in 
the construction of the main dam. It 
noted that private power companies al- 
ready have plans to supply all future 
needs of the area, Like most opponents 
of the proposal, the chamber pointed out 
that in presenting 31 projects to Con- 
gress, Federal officials estimated the 
total cost at $1,626,000,000 and the ac- 
tual cost before completion amounted to 
$5,252,000,000. 

The claim that the Hell’s Canyon dam 
is needed for national defense “is ob- 
viously spurious,” according to the cham- 
ber, “since the time estimated for con- 
struction is six to ten years. The Idaho 
Power Company’s plan for five low-head 
and low-cost dams could be completed 
within twenty-four to thirty months.” 

The House committee was told that, 
in the opinion of the chamber, the Fed- 
eral government should not build any 
dams primarily for power purposes “un- 
less they are clearly in the public inter- 
est and beyond the scope of private en- 
terprise.” 

It stated: 


. . . It is completely obvious in thou- 
sands of examples that private enter- 
prise does things more efficiently and 
economically than government. Lower 
government power rates represent the 
bait of subsidy, or providing something 
for nothing at the expense of the tax- 
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payer—a course that is breaking the 
nation. 

The government is already spending 
billions of dollars above what it can 
collect in taxes. New expenditures of 
this order can only further damage our 
whole economy, with bankrupt Eng- 
land as an example. 


TS chamber’s letter cited local oppo- 
sition to the project, including that 
of the Nampa, Idaho, Chamber of Com- 
merce. Other testimony before the com- 
mittee in opposition to the project in- 
cluded a statement by Charles H. Welte- 
roth, president of the Idaho State Recla- 
mation Association. Welteroth asked 
Congress not to pass legislation such as 
the Hell’s Canyon project, which he said 
would “assert Federal jurisdiction over 
our waters and make it absolute, at which 
point and time both state and local con- 
trol over water rights will effectively 
end.” 

Welteroth said that “every major 
area of irrigation in the state” has ex- 
pressed firm disapproval of the measure. 
Other opponents of the project, he added, 
are the major statewide agricultural or- 
ganizations of Idaho, including the Idaho 
Farm Bureau Federation, the Idaho 
State Grange, and the Idaho Wool Grow- 
er’s Association. He continued : 


WHAT OTHERS THINK 


The experience of other nations 
shows that, excepting yiolent revolu- 
tion, the nationalization of resources 
does not come about overnight. It 
comes about insidiously, a step at a 
time, and the over-all objective is 
reached before citizens generally be- 
come aware of what has happened. 
Then, as in England, it is extremely 
difficult to retreat. The so-called “com- 
prehensive” basin development carries 
too many implications of master plan- 
ning and master control. It is not the 
same thing as co-ordinated develop- 
ment between regions and _ states 
achieved at the grass roots by local 
citizens and local branches of govern- 
ment. 


Mr. Welteroth called upon the Bureau 
of Reclamation to go back to its earlier 
principles under which it operated. Hell’s 
Canyon is a further departure from those 
principles, he added, because it would 
not provide for the irrigation of a single 
acre of land; the project would be pri- 
marily for the generation of hydroelectric 
power; and because the dam “would 
place in the hands of the Federal gov- 
ernment an instrumentality which might 
subsequently be used to affect adversely 
the irrigation waters which are the life- 
blood of our state. . .” 





Power Expansion Program Faces Obstacles 


AMES F, FarrMAN, head of the Defense 
Electric Power Administration, has 
expressed fears that the 32,000,000-kilo- 
watt power expansion program may not 
be realized if material controls are 
dropped or relaxed. Fairman told the 
Tennessee Valley Public Power Associa- 
tion at its sixth annual meeting in Mem- 
phis that out of the 32,000,000-kilowatt 
program proposed for the next three 
years, “only about 1,000,000 is actually 
on the line.” He emphasized that any in- 
terference with the flow of steel, copper, 
and aluminum would be “disastrous.” Re- 
viewing prospects for fulfilling the pro- 
gram, Fairman said: 


. .. I have been looking at the sched- 


uled operating dates for generating 
units to be installed this year and, 
frankly, the picture is very disturbing. 
A million kilowatts were scheduled for 
the first quarter. We will make that. 
About a million and a half is scheduled 
for the second quarter. In the third 
quarter, 2,700,000 kilowatts are sched- 
uled, and in the fourth quarter this 
year, approximately 4,400,000 kilo- 
watts or nearly half of the year’s pro- 
gram are scheduled to go into service. 
If we have slippages of just a few weeks 
in the schedules of relatively few units 
during the latter part of this year, it 
will mean that hundreds of thousands 
of kilowatts of new capacity will not be 
available to meet December peaks. 
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The DEPA Administrator was partic- 
ularly worried over slippage which has al- 
ready occurred in deliveries of boilers 
and transformers this year. He pointed 
out that manufacturers of boilers will have 
to make up for production lost last year 
in addition to shipping twice as much 
capacity this year if they are to keep up 
with the program. 


yey to Fairman, copper short- 
ages will continue to plague the 
industry. DEPA’s third-quarter copper 
allotment was so small, he said, that 
DEPA was only able to authorize electric 
utilities to self-certify for the third quar- 
ter 50 per cent of their base established 
by 1950 use—the lowest percentage for 
copper self-certification ever established 
by DEPA. 

Fairman pointed to the effectiveness 
of the Controlled Materials Plan as the 
one bright factor in the situation, and 
warned that decontrol might be fatal for 
the power program envisaged by the De- 
fense Production Administration. He 
said in part: 

. . . If all the materials which are al- 
lotted to the power program are ob- 
tained, we will have at least a fighting 
chance to achieve our objective for this 
year. On the other hand, if the power 
program had to function at any time in 
the near future without some form of 
material controls, it would be a very 
serious matter, 


Fairman said the reduced material re- 
quirements of the military, along with a 
reduced demand for metal in civilian 
goods, were responsible for rumors of 
decontrol, and stated: 


. . » The opinion has been expressed 
that consumer demand, rather than 
metal allocations, will be the controlling 
factor in civilian production for the re- 
mainder of this year. This may turn out 
an accurate forecast, but as you know, 
the consumer demand for such things 
as automobiles and electric appliances 
is subject to violent fluctuations. A 
year ago, the public couldn’t get enough 
automobiles, refrigerators, and ranges. 


A year from now it may be the same 
story. 

The decontrol that is now being ru- 
mored would not take place until either 
the fourth quarter of this year or the 
first quarter of next year. ... 

We know from experience that it 
takes many months to get the Con- 
trolled Materials Plan working. I 
would hate to see us abandon CMP 
and then have to go through the agony 
of setting it up again. 


tp DEPA chief insisted that the 
major reason why material requests 
are down is because CMP is working so 
well and pointed to CMP’s flexibility as 
its greatest asset. “I believe we should 
keep the plan and make the necessary 
adjustments,” he said. 

Fairman expressed the hope that falling 
prices in the world market for copper 
may give the United States an increased 
supply. The expansion of aluminum, he 
said, would help the program to a great 
extent, but he looked for no significant 
expansion in the kind of steel used in 
the power program. “Plates and shapes 
will be in more plentiful supply,” he ex- 
plained, “only when other expansion 
programs taper off.” 

Estimates on power loads and re- 
sources collected by DEPA from power 
suppliers, Fairman indicated, make any 
increase in the reserve margin impossible 
this year. “Our hope is that our reserve 
position will get no worse and that, with 
good fortune, we will be able to improve 
it a bit” in 1953 or 1954, he stated. How- 
ever, a program “of the highest security 
classification” (presumably the atomic 
energy program) will require tremen- 
dous quantities of electric power, accord- 
ing to the DEPA chief, and present esti- 
mates do not include any power supply 
for this program. 

In conclusion, Fairman said that “just 
getting by on power supply is too close 
for comfort.” The 32,000,000-kilowatt 
program establishes a definite goal for 
the power industry and in order to 
achieve that goal, “an effective materials 
control plan is absolutely essential.” 
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The March of 
Events 


In General 


St. Lawrence Voted without 
Recommendation 


HE Senate Foreign Relations Com- 

mittee voted recently to report the 

St. Lawrence seaway and power project 
to the Senate without recommendation. 

A move in the committee to report the 

seaway project favorably failed on a 


6-to-6 tie vote. Then the committee voted 
9 to 4 to report the long-debated measure 
to the Senate calendar. 

The committee action gave the Senate 
an opportunity to vote on joint construc- 
tion of the seaway with Canada, which 
has served notice it is ready to “go it 
alone” if the United States does not join 
in the program this year. 


California 


Utility Appeals Rate Case 


— Counties Gas CoMPANY, 
operating subsidiary of Pacific Light- 
ing Corporation, recently appealed to 
the state supreme court to set aside a de- 
cision of the state public utilities com- 
mission denying the company a gas rate 
increase. 

In asking the court review, the com- 
pany asserted it is the only major gas 
or combination gas and electric utility in 
California which has not been granted a 
rate increase during this period of in- 
flation. This was its first application for 
a general upward readjustment in rates 
in over thirty years, it contended. 

The petition charged that, in consider- 
ing the company’s earnings the commis- 
sion disregarded “well-settled legal cri- 
teria and allowed earnings of only 5.8 
per cent return on a depreciated original 
cost rate base,” which the company 
termed “the lowest imposed upon any 
comparable California utility.” 


Firm Wins Increase 


To California-Oregon Power Com- 
pany, with headquarters in Medford, 
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Oregon, was granted a $100,900-a-year 
increase in electric rates recently in five 
northern California counties, 

The increase, effective May Ist, was 
approved by the state public utilities 
commission. 

Commercial and industrial customers 
will pay more than $94,000 a year. 


Power Rate Increase Denied 


HE state public utilities commission 

denied the Pacific Gas and Electric 
Company a temporary electric rate in- 
crease recently. PG&E asked the com- 
mission last January for a “fair, just, and 
proper” interim increase pending de- 
cision on its plea for a permanent 18 per 
cent electric rate hike of $37,486,000 a 
year. 

In a unanimous opinion the commis- 
sion cited recent increased company earn- 
ings and failure of PG&E to supply cer- 
tain depreciation and cost of service 
studies as reasons for its action. 

The commission said that after con- 
sidering “the current improved earning 
position of the company as a whole... 
it is not apparent that emergency condi- 
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tions exist to the extent justifying an 
interim increase of rates at this time.” 

The commission said PG&E will be 
given an opportunity to renew its request 
for an interim increase when additional 
evidence is presented. 

Opposition to the temporary increase 
was voiced by representatives of San 
Francisco, Oakland, and 67 other north- 
ern California cities, California Farm 
Bureau Federation, and other customer 
representatives. 

Hearings on the company’s plea for 
permanent rate hikes are scheduled 
through June. If the permanent increase 
is granted it would mean average electric 
bills of 1,100,000 householders would be 
increased 90 cents a month. 


State Seeks Project Approval 


ALIFORNIA’S Water Project Authori- 
ty asked the Federal Power Com- 


mission last month to approve the hydro- 
electric features of the mammoth water 
and power project the state wants to 
build on the Feather river above Oroville. 

Plans call for a dam 710 feet high 
across the stream about five and one-half 
miles upstream from Oroville, and con- 
struction of three auxiliary dams near by. 
Storage capacity of the main reservoir 
would be 3,500,000 acre-feet. 

The proposed power plants would have 
a capacity of 465,000 kilowatts. 

The project would provide water for 
Butte, Yuba, Placer, Sutter, Sacramento, 
and San Joaquin counties—and be larger 
than Shasta. It would force relocation 
of about 30 miles of Western Pacific track 
and numerous other facilities, including 
the Big Bend power plant of the PG&E, 
first one built on the Feather river. 

Electricity produced would be sold to 
northern California communities or to 
the Pacific Gas and Electric Company. 


Florida 


Rate Appeal Dismissed 


O-OPERATIVE action was taken last 
month by the Florida Power Cor- 
poration to end an appeal pending in the 
Florida Supreme Court, with the result 
that the nation’s only county regulatory 
board, with exclusive powers over pub- 
lic utilities in Pinellas county, is now out 
of existence. This cleared the way for the 
state railroad and public utilities com- 


mission to exercise its newly enacted 
powers in rate matters affecting this 
utility company. 

In dismissing the appeal from the 
Pinellas Utility Board ruling, the com- 
pany agreed to refund money collected 
in escrow and reinstate the rates pre- 
viously ordered by the county board. The 
state commission may grant further rate 
relief after a reasonable test period of 
the county board rates. 


Massachusetts 


Transit Study Recommended 


es of state legislation that 
would permit financially ill bus com- 
panies to boost fares without awaiting 
a final decision on the new rate schedules 
by the state department of public utilities 
was recommended last month by a special 
state legislative commission which was 
created to study the problems confront- 
ing the state’s transit companies, 

A bus company operating in the “red” 


now must wait sometimes as long as six 
months before obtaining approval of new 
rates, the legislative commission pointed 
out. 

Under the proposed new procedure, 
the bus company would file financial 
statements with the DPU indicating that 
a fare boost was necessary because of 
rising costs. Thirty days later, the com- 
pany could boost its fares while awaiting 
a hearing and final decision by the DPU. 
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THE MARCH OF EVENTS 


Revenue from the increased fares 
would have to be kept in a separate ac- 
count by the company, under the plan, 


with the DPU having final authority as 
to where the money would go in the 
event it acted adversely on the fare boost. 


e 
Michigan 


Seek Gas Rate Outstate Hike 


FFICIALS of Consumers Power Com- 

pany last month told the state pub- 
lic service commission that they would 
ask an increase in gas rates of $5,800,- 
000 a year. A hearing on the company’s 
rate petition was scheduled to begin 
April 28th. 

Dan E. Karn, president, said the in- 
crease requested would add an average 
of about 16 per cent to present rates. He 
said $6,455,000 in four items of increased 
costs indicate how expenses have risen 


since present rates were fixed in 1949. 

Natural gas supplied by the Panhandle 
Eastern Pipe Line Company will cost 
$4,200,000 more a year, Mr. Karn said, 
the company’s Federal income tax is up 
$1,240,000, gas department payrolls have 
risen $775,000, and the department is 
also liable for a $240,000 share in the 
higher corporation franchise fee. 

He said the gas department earned 
$4,145,000 last year but that earnings 
under present rates would fall to $2,450,- 
000 this year. 


Minnesota 


Court Orders Transit 
Fare Increase 


P gene court judge ordered a 
straight 15-cent cash fare on Min- 
neapolis streetcars and busses last month. 
The order abolished the current rate of 
four tokens for 55 cents, 

Judge Frank E. Reed’s decision was 
on an appeal by Twin Cities Rapid 
Transit Company from a state railroad 
and warehouse commission order which 
denied the firm’s request for the 15-cent 
fare. He held that the commission’s re- 
fusal was “arbitrary and unreasonable” 
in view of a financial emergency facing 
the company. 

A similar order granting a 15-cent fare 
in St. Paul was handed down in district 
court in Minneapolis several weeks ago. 

Fred A. Ossanna, president of the 
transit firm, hailed the decision of Judge 


Reed as “going beyond the rate” ques- 
tion. “It destroys once and for all,” he 
said, “the malicious charges made against 
the company regarding management, 
maintenance of equipment, dividends, 
and: conversion.” 

The Twin Cities Rapid Transit Com- 
pany went into Hennepin County Dis- 
trict Court recently in a move to win a 
tax cut through judicial determination 
of the value of its taxable properties. 

President Ossanna said regulatory 
bodies were in the habit of “talking out 
of both sides of their mouth.” 

When the company’s properties are 
being discussed for rate-fixing purposes, 
he said, “equipment and property are 
obsolete, worn out, and run down,” but 
when “they are discussing us for taxing 
purposes, we are a modern and extremely 
valuable transit system.” 


New Jersey 


Legislation Affecting Utilities 
Signed 


Oye Driscoll last month signed 
into state law a bill enabling the 


public utilities commission to designate 
staff members as hearing examiners to 
conduct “any hearing in any proceeding 
now or hereafter pending before the 
board.” The state commission heretofore 
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has been limited to designating legal staff 
members who are attorneys at law to sit 
as examiners in proceedings dealing only 
with such minor functions of the board 
as accidents, abandonment of railroad 
stations, and maintenance of agents at 
railroad stations. 

The new measure broadens the com- 
mission’s power to designate examiners 
and enables the board to delegate hearing 
powers in any type of proceedings to its 
executive officer, assistant executive offi- 
cer, any director or assistant director of 
any division in the board, or any senior 


engineer or senior accountant. The ex- 
aminers will have authority to report to 
the board their findings and recom- 
mendations. 

Also signed into law by the governor 
was a bill providing for the creation of a 
9-member legislative commission on 
statute revision whose first task will be 
to overhaul the basic public utility laws. 
To be composed of three state senators, 
three assemblymen, and three members 
appointed by the governor, the commis- 
sion will report to the 1953 state legisla- 
ture. 


* 


Pennsylvania 


City Denies Commission’s 
Jurisdiction 

HE city of Philadelphia last month 
denied the state public utility com- 
mission’s jurisdiction over the munici- 
pally owned Broad Street Subway and 
Frankford Elevated line. In a petition 
filed with the commission at Harris- 
burg, the city cited a 1939 decision of 
the state supreme court holding that the 
commission had no power to intervene 
in the rates of the city-owned gas works. 
The same principle applies to the 


* 


transit lines, the city held in a 9-page 
brief signed by the mayor, city solicitor, 
and special deputy solicitor in charge of 
the battle against the proposed fare rise. 

The petition asked the commission to 
deny the temporary fare increase sought 
by the company after the commission 
suspended its proposed permanent boost 
pending hearings. The city’s petition 
pointed to the commission’s order of 
March 24th suspending the fare rise as 
sufficient reason for now denying the 
temporary boost. 


South Carolina 


Phone Rate Case Sent Back 
To Commission 
HE state supreme court recently 
tossed the Southern Bell Telephone 


& Telegraph Case back to the state pub- 
lic service commission. This action was 


» 


in line with a petition filed by the com- 
pany with the court last March. 

The supreme court action gave the 
company the right to ask the commission 
to reconsider or modify its order refusing 
increased rates and charges at the com- 
pany’s South Carolina exchanges. 


Wisconsin 


Phone Rate Increases Approved 
ye increases for the Wisconsin Tele- 
phone Company’s 91 exchanges, 
totaling $3,705,000 a year, were approved 
by the state public service commission 
last month, 
The commission approved the rates 


proposed by the company in February 
for all but the West Bend exchange. 

The increases mean subscribers of 
2-party resident phones will pay 25 cents 
a month more in most cases. One-party 
business telephone users will pay $1.25 
and up additionally. 
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Progress of Regulation 


Depreciation Information 


T= Maine commission denied an 
electric company’s application for a 
rate increase because of the company’s 
failure to carry the burden of proving the 
value of its useful property in service. 

Evidence offered by the company in 
support of its claim for a 2} per cent 
rate for depreciation was not accepted. 
The commission said : 


We can only observe that the evi- 
dence of 2} per cent is of the hearsay 
variety as presented and from all we 
can learn it could not have been 
factual, simply shall we say an edu- 
cated guess, The engineer consulted 
couldn’t know the actual property, its 
age, its condition, or the necessary 


e 


Called an Educated Guess 


background to determine a rate for 
depreciation. . . . The company’s ex- 
perience alone can determine what 
their depreciation rate should be for 
various types of property. The rate 
used of 24 per cent composite may 
turn out to be right, too small, or too 
large. 


The company’s contention that a rate 
increase was necessary to enable it to 
maintain its credit was not allowed. The 
company, the commission commented, 
had sold both stock and bonds without 
difficulty while the case was pending and 
had received for its stock the highest 
price in many years. Re Central Maine 
Power Co. FC 1380, March 20, 1952. 


Prohibition against Submetering of Electricity Upheld 


HE appellate division of the New 

York Supreme Court upheld a com- 
mission order authorizing an electric 
company to cease selling current to land- 
lords for resale to residential tenants. It 
decided that the commission had power 
to direct a public utility not to furnish 
electric energy otherwise than direct to 
consumers and through company meters. 
This decision was made despite the fact 
that it was conceded that the commission 
has no jurisdiction over the activities of 
the submeterers, the persons who pur- 
chase electricity and resell it to residen- 
tial tenants. 

The landlords asserted that the owner 
of a building has the statutory right to 
purchase all electricity needed to light his 
entire building and that his private con- 
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tracts with tenants for the disposal of 
current were of no concern to the com- 
mission. In rejecting this defense, the 
court pointed out that the company had 
no statutory duty to supply current for 
resale. Furthermore, there was no limi- 
tation on the commission’s power to 
regulate service classifications and to im- 
pose reasonable conditions so far as the 
utility was concerned. The fact that 
predecessors of the present company had 
encouraged the practice of submetering 
and the fact that the commission had 
tolerated that practice for more than 
forty years did not estop the commission 
from taking this action, the court held. 

The landlords were held to have no 
vested rights, constitutional or statutory, 
in the practice of submetering. It was 
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pointed out that no case had ever held 
that anyone had a statutory or common 
law right to purchase electric current 
from a public utility and resell it, or to 
compel a utility to provide service for 
that purpose. The court said that what- 
ever investments the landlords might 
have in the practice must be held to have 
been made at their own risk in view of 
the fact that even where the practice had 
been tolerated, it had been criticized 
many times by the commission. 

The court, in upholding the commis- 
sion’s determination, said: 


The hearing commissioner wrote a 
long and comprehensive memorandum 
which sets forth the findings and rea- 
sons for the commission’s action. It was 
found that the practice of submetering 
is parasitic and undesirable, competing 


with the central service station by sell- 
ing to ultimate consumers who would 
be otherwise customers of the com- 
pany. Profits of the submeterer would 
otherwise be available for the reduc- 
tion of rates to other customers or aid 
in maintaining the level of rates in a 
period of rising costs. Under the 
present provisions of the Public Serv- 
ice Law service to the customers of a 
submeterer cannot be regulated al- 
though such users should be entitled 
to the same protection as a direct user 
of the company’s service. These find- 
ings are not only supported by the 
record but, in our opinion, are almost 
self-evident propositions, requiring 
but slight proof to support them. 


Campo Corp. v. Feinberg et al. 110 
NYS2d 250. 


+ 


Average Capitalization or 


HE Georgia commission denied the 

Georgia Power Company’s appli- 
cation for authority to increase rates for 
residential, commercial, and industrial 
service. It found that under existing 
rates the company will realize a return 
of 5.82 per cent on a net plant rate base, 
and 6.51 per cent after providing for 
amortization. The rate on total average 
capital is 5.70 per cent after providing for 
amortization, or 10.37 per cent on aver- 
age equity capital. 

The commission observed that the in- 
creased rates would place the company 
in the excess profits tax bracket. A com- 
pany witness had recommended higher 
rates. The commission said that, how- 
ever reasonable and well documented the 
expert’s conclusions might be thought to 
be, it could not follow them when they 
lead to a result making the company sub- 
ject to excess profits tax on the increase 
in revenue. 

The commission held that either aver- 
age capitalization or average investment 
in plant and equipment represents a rea- 
sonable base for testing the necessity of 
increased rates and revenues. It used 
both in this case. 


Investment As Rate Base 


The company also submitted evidence 
as to reproduction cost less depreciation. 
In rejecting this as a rate base, the com- 
mission said: 


The commission has not in recent 
years used reproduction cost as a rate 
base and in other instances where it 
has been advanced, the commission 
has concluded that it did not warrant 
substantial consideration. It is not a 
measure of investment of the company 
in its plant and equipment, nor the in- 
vestment of others in the securities of 
the company, but represents a hypo- 
thetical conclusion of the cost should it 
be necessary to reconstruct all of the 
company’s facilities as of a certain 
date. 

This appears to deal in the realm 
of speculation; first, since there ap- 
pears to be no possibility that it will 
be necessary to reconstruct the entire 
plant of the company, and secondly, 
should such reconstruction occur, the 
reconstructed plant would be some- 
thing quite different. 


Re Georgia Power Co. File No. 19314, 
Docket No. 206-U, February 15, 1952. 
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Distribution of Electric Rate Increase Prescribed 


n electric company’s proposed rate 
increase which would result in a 
return of about 5.7 per cent was approved 
by the New York commission in all but 
one of the company’s service districts. 
That district was not interconnected with 
the company’s system and the business 
was very seasonal, with a high demand 
in the summer. Electricity in that dis- 
trict was supplied by a diesel plant. 
The commission believed there were 
several questions relating to rates for that 
district: first, as to whether the rates 
would have a restrictive effect upon ob- 
taining new customers; second, whether 
the enterprise was economically justified 
to the extent of entitling the company to 
any return whatsoever on its property; 
and third, whether there should be some 
different form of rate for the area. Con- 
sequently, the commission recommended 
that the increase in that district be sus- 
pended pending further investigation. 
At present the company has 14 rate 
schedules, with a total of 77 service clas- 
sifications. The new rates proposed to 
simplify the tariff by reducing the num- 
ber of schedules to 5, with a total of 28 
service classifications. The commission 
believed that the simplification of tariffs 
was unquestionably theoretically in the 
public interest. 


e 


In this case, however, any simplifica- 
tion of rates would not have a uniform 
effect on all customers. The proposed 
rates would produce an increase of ap- 
proximately 5.4 per cent in total revenue 
for the year. The average increase would 
be 6.8 per cent for residential rates, 8.6 
per cent in the case of small general serv- 
ice rates, about 7 per cent in the case of 
large general service rates, and 15.4 per 
cent in the case of small power rates. 

Small commercial or industrial users 
argued that the increase should be uni- 
form to all customers. The commission 
rejected this argument, however, stating 
that the general tendency in rate making 
is to require commercial customers to 
pay a slightly higher rate than residential 
customers. Under the proposed rates, 
however, there would be little difference 
between the commercial user and the 
residential user. 

The commission concluded that, in the 
interest of simplification and under gen- 
eral standards of rate making, the appli- 
cation of the greater percentage increase 
to the customers lying in the category be- 
tween residential and large industrial 
groups, who were presently paying less 
than their proportionate share, was rea- 
sonable. Re New York State Electric & 
Gas Corp. Case 15594, January 29, 1952. 


Who Bears Cost of Safety Device on Appliances 


te New York commission decided 
that a gas utility had no legal re- 
sponsibility for the payment of the cost 
of installation of additional safety de- 
vices on Sav-U-Time water heaters 
when it was engaged in converting cus- 
tomers’ appliances from manufactured 
gas to natural gas. In some cases cus- 
tomers’ appliances, particularly where 
pilot lights were used, had not been satis- 
factorily adjusted. The company, there- 
fore, was directed to report the number 
of gas conversion complaints received 
and the number of such complaints not 
satisfactorily adjusted at the end of the 
reporting period. 
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There was testimony that the same 
danger of explosion existed with the use 
of manufactured gas as existed with nat- 
ural gas and that conversion to natural 
gas had nothing to do with the safety or 
lack of safety of the Sav-U-Time device. 
This device, which has been in use for 
many years, is a remote control, with a 
pilot light, for lighting or shutting off a 
side-arm water heater. A control button 
operates electrically, which the user of 
the appliance may press. This turns on 
the gas and another button turns it off 
when hot water is obtained. 

The commission, it was noted, has no 
statutory authority over customers’ ap- 
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pliances to the extent that it may prohibit 
a customer from using any particular 
type of appliance, or, in the converse, re- 
quiring him to use specified types. But 
the commission has control over the 


safety of the company’s system and can 
prohibit service to a customer under cir- 
cumstances manifestly constituting un- 
safe service. Re Niagara Mohawk Pow- 
er Corp. Case 15578, February 13, 1952. 


e 
End-of-period Rate Base Preferred to Net Average Plant 


HE Minnesota commission approved 

telephone rates which would pro- 
vide a return of 6.39 per cent on the fair 
value of the company’s property. Several 
exchanges in which service was in- 
adequate were excepted from the rate in- 
crease order until such time as the com- 
pany could show that the commission’s 
standard for satisfactory service was 
being met. 

Commissioner Lindquist conceded that 
the company needed additional revenues 
but did not concur with the majority 
opinion in regard to either the rate base 
used or the return allowance. His rate 
base figure was about a quarter of a mil- 
lion dollars less than that of the majority. 


The principal difference between his 
valuation and that of the majority was 
that he used, as a starting point, net 
average plant investment during the test 
period and made no allowance for work- 
ing capital, while the majority took plant 
in service at the end of the test period as 
a starting point and added the value of 
net additions to plant up to the end of 
the prior calendar year and a $25,000 al- 
lowance for working capital. 

Commissioner Lindquist said that the 
6.39 per cent return allowance of the ma- 
jority on “a blown-up rate base” was un- 
reasonable and unnecessary. Re Minne- 
sota Teleph. Co. M-3352, February 25, 
1952. 
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Tax Savings under Capital Structure of Parent Reflected 
In Determination of Return Requirement 


te Wisconsin commission author- 
ized a rate increase for Interstate 
Power Company of Wisconsin, a wholly 
owned subsidiary of Interstate Power 
Company of Delaware, which was con- 
sidered, in effect, an operating division 
of the utility system operated by the 
parent company. The commission, how- 
ever, ruled that the subsidiary should 
benefit from the capital structure of the 
parent company in developing return re- 
quirements. 

The capitalization of the subsidiary 
consists entirely of common stock. The 
capital structure of the parent company 
includes $28,000,000 in bonds. Interest 
and amortization expenses on these bonds 
amount to more than $1,000,000 an- 
nually. This results in savings in income 
taxes. 

The commission said: 


Since all of the bonds are on the 


books of the Delaware company no 
part of this savings has been reflected 
in the operations of the Wisconsin 
company. We are of the opinion that 
the Wisconsin company should bene- 
fit in the same proportion that its 
capitalization bears to the total. 


Cost of common capital stock to the 
parent company was found to be 14.48 
per cent. This was obtained by relating 
the total earnings required to maintain 
present dividends, assuming 70 per cent 
of earnings would be paid out as divi- 
dends, to total common stock equity. In- 
terstate Power Company of Delaware, 
however, had undergone a reorganiza- 
tion and had been required to transfer 
more than $2,000,000 from capital sur- 
plus to the depreciation reserve account 
because of inadequacy of the reserve. 
This entry had the effect of decreasing 
the total common stock equity upon 
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which the 14.48 per cent requirement 
was based. 

The reserve deficiency, said the com- 
mission, had nothing to do with the sub- 
sidiary. Therefore a special adjustment 
was said to be proper, reversing the 
effect of this entry, in obtaining the cost 
of common stock capital applicable to the 
Wisconsin company. This adjustment 
lowered the cost of common stock capital 
to 12.32 per cent. 

Operating expenses were considered 
reasonable, including amounts prorated 
to the Wisconsin company by the parent. 
The subsidiary obtains accounting, pur- 
chasing, sales promotion, and billing 
services from the parent under an agree- 
ment providing that all expenses for these 
services which are not directly assign- 
able to either company shall be prorated 
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either on the basis of meters, as in the 
case of billing expense, or operating rev- 
enues, as in the case of all other expenses 
listed. The agreement further provides 
that the parent company provide engi- 
neering and meter testing services when 
required, on a direct charge basis, such 
services to be furnished at cost. 

Rates proposed by the company would 
have produced a return of 6.58 per cent. 
The commission was of the opinion that 
this was excessive, and it designed rates 
to produce a rate of return of 5.6 per 
cent. 

This was said to be comparable to 
a return of about 6.4 per cent before the 
allocation of income tax savings resulting 
from interest on the bonds of the parent 
company. Re Interstate Power Co. of 
Wisconsin, 2-U-3622, March 27, 1952. 


e 


Cost of Capital Receives Extensive Consideration 
When Gas Rates Are Increased 


HE cost-of-capital approach to the 

problem of determining a fair return 
was approved by the District of Colum- 
bia Public Utilities Commission in a pro- 
ceeding which resulted in a rate increase 
for the Washington Gas Light Company. 
The record contained a wealth of testi- 
mony and detailed studies relating to cost 
of capital. A rate of return of 6} per cent 
was considered fair and reasonable. 

A witness testifying in behalf of the 
government had developed a fair rate of 
return of 5.7 per cent, but the commis- 
sion was of the opinion that his “protesta- 
tions of liberality” must be discounted to 
some extent. In the first place, said the 
commission, there was nothing liberal 
about allowing the historical cost of debt, 
as contrasted to the probable cost of new- 
debt financing, since about $6,000,000 
principal amount of 5 per cent bonds was 
represented by noncallable securities 
(maturing in 1960 and 1961) and there 
was no testimony to indicate that the 
company could today, or in the foresee- 
able future, issue bonds with coupon 
rates of 3 per cent, 34 per cent, or 34 
per cent, which are the rates of interest 
applicable to certain presently outstand- 


ing issues. Secondly, said the commis- 
sion, no element of liberality pertains to 
the employment of the net proceeds basis 
of determining capital structure since 
this is the only fair way to make such a 
determination. 

Witnesses for the company had recom- 
mended a rate of return of 7 per cent. 
One witness emphasized the risks of the 
company as a retail distributor of nat- 
ural gas, dependent upon out-of-town 
supplies and required to compete for 
these supplies with important industrial 
areas of the country. He also mentioned 
risks due to the possible exhaustion of 
reserves within a comparatively short 
period and the character of wholesale 
price regulation, presenting the possi- 
bility of increased pipeline charges being 
made effective more rapidly than is the 
case with retail rate increases. 

Testimony presented by the commis- 
sion’s executive accountant and auditor 
developed a capital cost of 5.90 per cent, 
but he expressed the opinion that some- 
thing should be included in the fair rate 
of return in excess of cost of capital to 
attract new capital at reasonable rates. 
Provision for this additional allowance 
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resulted in his determination of 6} per 
cent as the fair rate of return to be al- 
lowed. 

Methods adopted by the company in 
allocating investment, revenues, and ex- 
penses because of operation both within 
and outside of the District of Columbia 
were said to be basically sound, resulting 
in an equitable allocation. 

Little difference of opinion existed as 
to the revenues, expenses, and rate base. 
Controversial questions raised by the 
courts in the proceeding which resulted 
in a decision adverse to the company in 
Washington Gas Light Co. v. Baker 
(1950) 89 PUR NS 177, 188 F2d 11, 


PUBLIC UTILITIES FORTNIGHTLY 


relating to extraordinary property losses 
because of conversion to natural gas, 
were excluded at the request of the com- 
pany in order to avoid delay in a rate 
decision. 

The commission adhered to its views 
expressed in Re Washington Gas Light 
Co. (1949) 83 PUR NS 4, that the un- 
amortized balance of the cost of chang- 
ing over to natural gas should be included 
in the rate base during the period of 
amortization and that amortization of 
conversion costs over a 10-year period 
was proper. Re Washington Gas Light 
Co. PUC No. 3517, Formal Case No. 
414, Order No. 3876, March 27, 1952. 
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Rules Established for Water Main Extensions 


Tx Illinois commission, in disposing 
of a complaint against the failure of 
a public utility company to extend water 
mains, except under rules which the com- 
plainants thought unreasonable, laid 
down rules providing for surcharges and 
customer deposits with a provision for 
refund. The company’s regular practice 
had been to require a deposit of the cost 
of the extension in excess of 50 feet for 
each user. 

A rule approved by the commission re- 
quires free extensions to an applicant or 
group of applicants without cost for a 
distance of 50 feet for each applicant who 
will take service when water is made 
available. The company is also required 
to make the service connection from the 
main to the property line and to install 
meters, 

When a longer extension is required, 
but less than 100 feet per applicant, the 
utility is required to build the entire ex- 


tension at its own cost and from such 
total construction cost to deduct the cost 
of that portion constituting a free exten- 
sion as described above. The remaining 
cost is the surcharge base. The total sur- 
charge is to be 12} per cent of the sur- 
charge base per annum and is to be paid 
for a period of ten years. Provision is 
also made for reduction of the surcharge 
base when new customers come on line. 

Further provision is made for exten- 
sions of more than 100 feet per customer 
under a plan whereby the total cost of 
the excess footage over 100 feet per cus- 
tomer is paid by prospective customers. 
Provision is also made here for refunds 
when additional customers are added and 
for the 12} per cent surcharge on the cost 
of the portion of the extension in excess 
of the 50 feet per customer constructed 
at the company’s cost. City of Marseilles 
v. Illinois Power Co. No. 39773, March 
19, 1952. 


e 
Gas Rate Increase Applied to Part of System Operated As a Unit 


HE Montana commission authorized 

a natural gas company to increase 
rates in three towns, saying that a com- 
pany must be financially sound if it is to 
attract capital and render adequate serv- 
ice. Rates must be fair to the utility and 
to patrons. Existing rates yielded a re- 
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turn of only 5 per cent on original cost 
less depreciation. Consequently, the 
commission held, the company needed the 
rate increase. 

Another town, which has recently be- 
come a part of the service area, success- 
fully urged that its rates be reduced to 
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the level of those of the other three towns. 
The service at that town was initial serv- 
ice. Last year initial rates for service 
there were approved and were 5 cents 
per thousand cubic feet higher than the 
rates applied for in this case. The com- 
mission said that while it may be that 
the returns from that town’s service may 


not equal expense for a few years, it is 
equally true that the town will be a part 
of the service area. The commission held 
that rates for service from the same facili- 
ties for the division should be equal. Re 
Montana-Dakota Utilities Co. Docket 
No. 3972, Order No. 2309, February 11, 
1952. 


e 


Land Development Water System Discontinues Service 


tT owners of a water system serv- 
ing a real estate subdivision were 
authorized to discontinue service to the 
area where the Missouri commission 
found that the system could not be op- 
erated successfully. The lots in the sub- 
division had been sold with an obligation 
in the deed of transfer to furnish water 
service. 


e 


The commission ruled that any remedy 
for breach of an obligation in the deeds 
was in the courts. It held that the obli- 
gations of the deeds did not create a pub- 
lic utility which must operate continuous- 
ly after it had been demonstrated that 
operations could not be successfully car- 
ried on. Carpenter et al. v. Johnston et 
al. Case No. 11,437, February 4, 1952. 


Other Important Rulings 


HE Colorado commission authorized 

only interim increased electric and 
water rates where it was apparent that 
some increase was justified and where 
final figures on original cost had not been 
completed, because increased rates must 
be based upon a proper valuation of prop- 
erty devoted to the public use in order to 
determine whether or not rates proposed 
would produce revenues which would 
yield a return which is not excessive and 
unreasonable. Re Mountain Utilities 
Corp. Investigation and Suspension 
Dockets No. 328, 329, Decision No. 38,- 
176, February 7, 1952. 


The Wisconsin commission, in apply- 
ing a water main extension rule, held 
that the main should be considered as 
terminating at an applicant’s premises 
and that where the utility considered it 
advisable to continue beyond that point, 
such additional water main should be 


looked upon as a main held for future 
use. Hillery et al. v. Platteville, 2-U-3698, 
February 25, 1952. 


A joint application by two air carriers 
for approval of an interchange agreement 
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was denied by the Civil Aeronautics 
Board where one of the parties to the 
proposed agreement was no longer will- 
ing to go through with it, where the eco- 
nomic interest of one of the carriers con- 
flicted with full co-operation in the agree- 
ment, and where there was a need for 
the development of a_ considerable 
amount of new traffic in order to make 
the proposed new operation successful. 
Re National Airlines, Inc. Docket No. 
3681, February 11, 1952. 


The Alabama commission held that 
proposed telephone rates that would yield 
a return of approximately 6.5 per cent 
were reasonable. Re Mt. Vernon-W o0od- 
berry Mills, Docket 12952, February 11, 
1952. 


The Utah commission disapproved a 
fuel adjustment clause in a rate schedule 
for service to an electric co-operative 
and held that an energy rate based on the 
current cost of coal was preferable be- 
cause the energy rate of the fuel clause 
was based on the cost of coal much lower 
than the cost at the time of the hearing 
and it was probable that the cost of coal 
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would increase rather than decrease. Re 
Southern Utah Power Co. Case No. 
3590, February 21, 1952. 


The Virginia Supreme Court of Ap- 
peals upheld a commission decision deny- 
ing a railroad authority to discontinue 
certain railway passenger service where, 
although the trains in question were op- 
erating at a loss, the entire intrastate pas- 
senger and freight service was profitable 
and where the communities involved 
were growing industrially and in popu- 
lation. Southern R. Co. v. Common- 
wealth, 68 SE2d 552. 


The New York commission denied 
authority to transfer a motorbus certifi- 
cate where the transferee’s financial 
record afforded no assurance that it 
could or would be able to give adequate 


service to the new territory at anything 
approaching reasonable rates. Re Schultz 
(Albany, C. S. Bus Line) Case 3286, 
10827, February 26, 1952. 


The Kentucky Court of Appeals held 
that the failure of a motor carrier to op- 
erate over a route within sixty days be- 
fore a proposed transfer of its certificate 
did not constitute abandonment of such 
certificate, because an embargo had been 
made against handling shipments over 
the route covered, owing to congestion 
and shortage of equipment, renewal fees 
on the certificate were paid each year, 
insurance was kept on file in the office of 
the commission, ‘and franchise taxes on 
the route had been paid to the cities, 
counties, and state. Hazard Express et 
al. v. Hayes Freight Lines et al. 245 
SW2d 585. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Consolidated Gas Company 


D-3430-52.1 
February 27, 1952 


PPLICATION by gas company for approval of rate increase; 
y \ dismissal ordered unless company amends application to 
include all areas within territory under Commission jurisdiction. 


Rates, § 207 — Unit for gas rate making — System-wide or community basis. 


1. The question of whether or not natural gas rates should be fixed upon 
a system-wide or community basis is discretionary in any given case, p. 130. 


Rates, § 81 — Commission jurisdiction — Unit for rate making — System-wide 


basis. 


2. The Commission has jurisdiction to determine utility rates on a system- 


wide basis, p. 130. 


Rates, § 207 — Unit for rate making — System-wide basis — Defect in application. 
3. The Commission may not proceed to fix utility rates on a system- 
wide basis, upon an application by a natural gas utility which covers only 
a portion of its system subject to Commission jurisdiction, p. 130. 


By the Commission: At a session 
of the Michigan Public Service Com- 
mission held at its offices in the city 
of Lansing on the 27th day of Febru- 
ary, A.D. 1952. 

Opinion 

On December 26, 1951, Michigan 
Consolidated Gas Company filed its 
petition seeking to increase natural 
gas rates approximately $7,000,000 a 
year in its Detroit, Ann Arbor, Grand 
Rapids, Muskegon, Greenville-Beld- 
ing, and Big Rapids (Northland Divi- 
sion) districts. Hearings on the ap- 
plication commenced January 22, 
1952, at which time special appear- 
ances were entered by the cities of 
Detroit, Dearborn, Muskegon, Muske- 
gon Heights, North Muskegon, and 
the county of Wayne for the purpose 
of objecting to our jurisdiction. 


[9] 129 


At the conclusion of the hearing 
the city of Detroit, joined by the 
other mentioned cities, moved to dis- 
miss the application upon the ground 
that this Commission was without 
authority to proceed with the fixing of 
rates upon a system-wide basis. It 
also moved to strike all testimony and 
exhibits relating to a prospective in- 
crease in the cost of gas to applicant 
which had not yet occurred. The mo- 
tions were taken under advisement 
and briefs requested, which were duly 
filed, with respect to the first motion 
inasmuch as it went to our jurisdic- 
tion to proceed. The latter motion 
requires no decision until the facts are 
completely before us and we have 
reached our conclusions therefrom. 

The city contends that we are re- 
quired to fix separate rates upon an 
individual area or community basis 
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and that inasmuch as no evidence was 
offered by applicant specifically show- 
ing the costs of service, or the value of 
its property, in the city of Detroit as 
a separate entity the application should 
be dismissed. On brief the city al- 
leges that “Michigan Consolidated 
Gas Company is now supplying gas 
to 41 communities under rates which 
are legally insulated against the Com- 
mission’s jurisdiction.” | Applicant 
contends that we have authority to fix 
rates upon a consideration of its inte- 
grated system as a whole without 
separate consideration for each indi- 
vidual community which it serves. 
On brief it argues “that this Commis- 
sion may exercise that ‘complete power 
and jurisdiction’ conferred upon it by 
the 1939 act in all areas served by the 
company other than in the city of Mt. 
Pleasant.” Due to the varying con- 
tentions of the parties with respect to 
the number of areas or communities 
over which we presently have juris- 
diction to fix rates we have been re- 
quired to resort independently to our 
files and records and reach our own 
conclusions therefrom. 

[1,2] This Commission has al- 
ways held that the question of whether 
or not rates should be fixed upon a 
system-wide or community basis was 
discretionary in any given case under 
the applicable statutes, Re Eaton Rap- 
ids, PUR1922D 94; Re Pontiac, PUR 
1923D 193; Re Consumers Power Co. 
(1949) 78 PUR NS 315. More 
particularly with reference to this 
applicant we have held that we do 
have jurisdiction to determine rates 
upon a system-wide basis, Re Michi- 
gan Consol. Gas Co. (1949) 79 PUR 
NS 445. We are not cited to any 
legal authority in Michigan to the 


contrary although the matter was in- 
directly considered in Mt. Pleasant v. 
Michigan Consol. Gas Co. (1949) 325 
Mich 501, 81 PUR NS 589, 39 NW 
2d 49. In that case the trial court had 
enjoined applicant herein from apply- 
ing to this Commission for the fixing 
of rates within the city of Mt. Pleas- 
ant upon any other than a community 
basis. The supreme court set aside 
this action saying: “The court 
should not, by injunctive process, seek 
to direct and control the theory on 
which defendant presents its case to 
the Commission, nor should it under- 
take by such method to circumscribe 
the right of the Commission to func- 
tion in accordance with the statute 
governing its procedure.” Supra, 325 
Mich at p. 520, 81 PUR NS at p. 598. 
We conclude that whether rates are 
fixed for applicant upon a system-wide 
or community basis is discretionary 
with this Commission. 

[3] Having so concluded we must 
determine whether this proceeding 
should go forward upon a system-wide 
basis. The nub of the objection 
raised by the city of Detroit to the 
system-wide fixing of applicant’s rates 
is well stated in its brief as follows: 

a if the Commission were to 
grant the company a rate increase 
based on an alleged insufficiency in the 
utility’s system-wide earnings, as 
measured by the requirements of a 
fair return on its system-wide prop- 
erty, the entire burden of such increase 
would of necessity fall on the city of 
Detroit and other communities which 
do not enjoy franchise immunity. 
The gas users in the city, as well as in 
these other communities, would there- 
by be forced to subsidize the consum- 
ers in the franchise municipalities to 


92 PUR NS 130 





the 
con 
the 
Suc 
ed, 

ven 
pret 


209 
132 
que 
hav 
the 

emy 
pun 
any 
chis 
wit! 
nici 
tem 
evel 
con 
suc] 
the 

wot 
sun 


ity’ 


vali 
can 
by | 
ties 
our 
194 
low 


eng 
nat 
Arl 
Ple 
Ray 
ser’ 
It s 
eve 
this 





RE MICHIGAN CONSOLIDATED GAS CO. 


the extent of any deficits which the 
company presently incurs through 
the sale of gas under frozen rates. 
Such a notion of rate making, if adopt- 
ed, would enable the utility to circum- 
vent the holding of the Michigan su- 
preme court in Lenawee County Gas 
& E. Co. v. Adrian, supra [ (1920) 
209 Mich 52, 176 NW 590, 10 ALR 
1328], and thus escape the conse- 
quences of any hard bargain it may 
have made in the past or may make in 
the future. And the company could 
employ this device to offer with im- 
punity an improvement gas rate to 
any municipality wherein a new fran- 
chise is sought, either in competition 
with another utility or to avoid a mu- 
nicipally owned gas distribution sys- 
tem. it is conceivable that 


every community but one within the 
company’s territory could be enjoying 


such sanctuary. In that event, 

the gas users of the lone community 
would be compelled to subsidize con- 
sumers in every other area of the util- 
ity’s operations.” 

This is a forceful argument but is 
valid only to the extent that the appli- 
cant’s present rates are in fact fixed 
by franchises with separate communi- 
ties. In this connection we said in 
our opinion and order of January 17, 
1949, 79 PUR NS 445, 446, as fol- 
lows: 

“The petitioner is a public utility 
engaged in the business of providing 
natural gas service in its Detroit, Ann 
Arbor, Grand Rapids, Muskegon, Mt. 
Pleasant, Greenville-Belding, and Big 
Rapids districts and manufactured gas 
service in its Ludington district. . . . 
It should be noted at this point, how- 
ever, that the jurisdiction of 
this Commission to fix the rates of 
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petitioner in the cities of Mt. Pleasant 
and Big Rapids is presently being chal- 
lenged and contested by the said cities 
by way of court actions presently 
pending in certain courts in this state. 
It should also be noted that rates in 
the city of Ypsilanti, a part of the 
Ann Arbor district, are a matter of 
contract between the petitioner and 
the city of Ypsilanti, and hence not 
within the present jurisdiction of this 
Commission.” 

Inspection of the Commission’s rec- 
ords in the premises indicates that the 
only areas within applicant’s territory 
where present franchise provisions 
may provide for the fixing of rates by 
contract between applicant and the 
municipality in question are those 
above referred to in the quoted portion 
of our January 17, 1949, order, supra. 
The litigation pending between appli- 
cant and the cities of Big Rapids and 
Mt. Pleasant has been concluded by 
decisions of the Michigan supreme 
court. In the Big Rapids Case (cited 
below) that court said: “The crux 
of this case, in the final analysis, is 
whether the Michigan Public Service 
Commission now has the right, to the 
exclusion of the city, to fix natural gas 
rates for the city of Big Rapids.” Big 
Rapids v. Michigan Consol. Gas Co. 
(1949) 324 Mich 358, 369, 79 PUR 
NS 301, 307, 37 NW2d 136. Inas- 
much as the decree of the trial court 
recognizing the authority of the Mich- 
igan Public Service Commission to fix 
rates for the city of Big Rapids was 
upheld, we conclude that we do now 
have such a right. 

In Mt. Pleasant v. Michigan 
Consol. Gas Co. Case (1949) 325 
Mich 501, 81 PUR NS 589, 39 NW 
2d 49, the court concluded, as we 
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understand it, that we did have juris- 
diction to fix the rates within the city 
of Mt. Pleasant upon failure of the 
parties to reach an agreement pursu- 
ant to the franchise. There is nothing 
in the present record before us to in- 
dicate the present status of negotia- 
tions, if any, between the parties and 
we are therefore not justified in con- 
cluding at this time that we do or do 
not have jurisdiction over the rates 
for natural gas service within the city 
of Mt. Pleasant. We may have now, 
or we may have in the immediate 
future, depending upon the course of 
negotiations between the parties, ju- 
risdiction over such rates. It is clear, 
however, that with respect to areas in 
applicant’s Mt. Pleasant district out- 
side the city limits of the city of Mt. 
Pleasant itself there are no present 
franchise contracts in effect which 
would exclude this Commission’s ju- 
risdiction. 

As to the city of Ypsilanti men- 
tioned in our prior order, applicant 
serves that municipality by leasing the 
gas distribution system owned by the 
city. 

Paragraph IV of the lease presently 
in effect provides in part as follows: 
“The company agrees that six months 
from the date when natural gas be- 
comes available for delivery to the 
city from the Michigan-Wisconsin 
Pipe Line Company it will promulgate 
and put into effect a rate schedule 
available to the gas users of the city 
equal to those which from time to 
time shall be established by the Mich- 
igan Public Service Commission for 
the city of Ann Arbor.” 


Natural gas became available for 


delivery from the Michigan-Wiscon- 
sin Pipe Line Company to the city on 
November 8, 1949, and inasmuch as 
rates for the city of Ann Arbor are 
fixed by us, with which rates those in 
the city of Ypsilanti must be equal 
under the foregoing paragraph, we 
conclude that rates within the city of 
Ypsilanti are in fact under our juris- 
diction at the present time. 


From the foregoing it is apparent 
that there are several areas within the 
applicant’s service territory presently 
under our jurisdiction for rate-fixing 
purposes which were not included in 
the instant application. We would 
not in any event proceed to fix rates 
upon a system-wide basis on an appli- 
cation covering only a portion of the 
system subject to our jurisdiction for 
such action might invite the conse- 
quences foreseen by the city of De- 
troit. Applicant would hence not be 
entitled to proceed upon a system- 
wide basis on its present application. 
We conclude therefore that the motion 
to dismiss should be granted unless 
applicant within ten days hereof 
amends its application to include 
therein all areas presently subject to 
our jurisdiction, including that area 
within the city of Mt. Pleasant, if 
parties have been unable to reach an 
agreement as to changes in rates 
therein. In any event we should be 
advised of the course of negotiations 
between applicant and the city of Mt. 
Pleasant forthwith. 

Therefore, it is ordered: 

1. That the motion to dismiss be 
granted and the application be dis- 
missed unless applicant amends said 
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application to include all areas within 2. That applicant forthwith notify 
its service area presently subject to the Commission of the present status 
our jurisdiction within ten days. of its rates in the city of Mt. Pleasant. 
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City of Milwaukee 


Milwaukee Gas Light Company 


2-U-3609 
January 30, 1952 


| pennies at city’s request into reasonableness of natural 
gas rates; reduced rates ordered. 


Expenses, § 26 — Sales promotion expense — Natural gas company. 
1. A substantial reduction in the expense allowance for sales promotion by 
a natural gas company was ordered, where the need for promotion was con- 
siderably lessened because of the limited gas available, p. 135. 


Expenses, § 49 — Pension costs — Natural gas company. 
2. The pension costs of a natural gas company, including the amount neces- 
sary to effect a funding of payments to cover past service benefits over 
a period of ten years, were considered allowable operating expenses, p. 136. 


Expenses, § 25 — Cost of conversion from manufactured to natural gas — Amorti- 
zation. 

3. A 10-year period was considered proper for the amortization by a natural 
gas company of the cost of conversion from manufactured to natural gas, 
p. 1 

Rates, § 376 — Natural gas — Inefficiency of appliances. 
4. The asserted inefficiency of gas appliances in the use of natural gas is 
a proper issue in a case involving the introduction of natural gas to an 
area but has little bearing in a rate case where the proprieties of the com- 
pany’s expense items and the reasonableness of its charges are the para- 
mount considerations, p. 137. 


Return, § 101 — Natural gas company. 
5. A gas company’s return of 6.2 per cent was found to be reasonable and 
adequate to attract capital, p. 138. 


Reparation, § 43.1 — Natural gas company — Distribution of refunds from pipe- 
line. 
6. Refunds received by a natural gas company from a pipeline company 
whose rates have been reduced should be passed along ratably to the con- 
sumers, since the retention of such refunds by the company would amount 
to an unjust enrichment, p. 139. 
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By the Commission: On May 22, 
1951, the city of Milwaukee filed a 
petition with the Commission request- 
ing an investigation “‘with respect to 
all matters which in any manner affect 
or relate to rates charged by said 
utility for natural gas sold to residen- 
tial and industrial consumers.” 

Notice of investigation and assess- 
ment of costs was issued June 13, 1951, 
and notice of hearing was issued July 
9, 1951. 

Hearings were held July 31, August 
17, and August 20, 1951, before Ex- 
aminer Alvin Olson in Madison. 
Oral argument before the three Com- 
missioners was had on November 2, 


1951. 


APPEARANCES: Walter J. Mattison, 
City Attorney, by Harry G. Slater, 
First Assistant City Attorney, for city 
of Milwaukee; Milton F. Burmaster, 
City Attorney, for city of Wauwatosa ; 
A. J. Busby, Attorney, for village of 
West Milwaukee; Miller, Mack & 
Fairchild, by Steven Keane and Paul 
M. Barnes, for Milwaukee Gas Light 
Company; Jacob M. Friederick, Gen- 
eral Organizer, Milwaukee, for Fed- 
erated Trades Council of Milwaukee; 
William Abbott, Milwaukee, for Wis- 
consin State CIO; Clifford Wilson, 
Colonel C. T. Brah, and Mrs. Mary 
Kochie, Milwaukee, for individuals in 
their own behalf. 

Of the Commission staff: William 
E. Torkelson, Chief Counsel, H. J. 
O’Leary, chief, rates and research de- 
partment, William M. Holmes, ac- 
counts and finance department, R. E. 
Purucker, and H. R. Wetzel, engi- 
neering department. 


Opinion 
In the fall of 1949, natural gas was 


introduced in the Milwaukee metro- 
politan area. On December 15, 1949, 
and on February 2, 1950 (Docket 2- 
U-3201), this Commission ordered 
reductions in consumers’ rates ap- 
proximating $2,906,000. Because of 
a lack of experience under natural gas 
operations and the effect of unknown 
factors, the new rates were designated 
as temporary. Jurisdiction was re- 
tained. In the interim, Federal in- 
come taxes were raised twice. 

On May 22, 1951, the city of Mil- 
waukee requested an _ investigation 
“with respect to all matters which in 
any manner affect or relate to rates, 
ete.” 

We have concluded that the tem- 
porary rates are excessive and unrea- 
sonable and hence warrant a further 
reduction of $345,000. Thus, we find 
that the net earnings will approximate 
$2,900,000 upon a rate base of $46,- 
607,313 or an indicated rate of return 
of 6.2 per cent. 

The data set forth below for the 
years 1949, 1950, and the twelve 
months ended October 31, 1951, are 
based upon exhibits presented in this 
proceeding and monthly and annual 
reports of Milwaukee Gas Light Com- 
pany filed with this Commission. The 
income calculations are based upon 
actual revenues and expenses for the 
respective periods. The rate base 
amounts represent calculations of 
average amounts based upon begin- 
ning and closing balances for the re- 
spective periods. Net current assets 
were adjusted to eliminate temporary 
excess amounts of cash on hand re- 
sulting from financing in advance of 
construction. 

The city of Milwaukee challenged 
the propriety of certain operating ex- 
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Revenues : 
Sales of gas 


rrr nr re 


Total revenues 


Operating Expenses: 
Production 
Transmission and distribution 
Customers’ acct. and collecting 
Sales promotion 
Administrative and general 


Total operating expenses 
Depreciation 
Taxes other than income taxes 
Income taxes 
Amortization of gas conversion 


Amortization of extraordinary operation and 


maintenance 


Total operating revenue deductions 
Net Operating Revenues 


Rate Base 
Average plant in service 
Less: depreciation reserve 


Net plant 
Net current assets 


Deferred natural gas conversion expenses ..... 


Less : 


Rate Base 


Rate of Return 


penses such as sales promotion ex- 
penses, pensions, and amortization of 
conversion expenses, the necessity of 
certain production facilities, and the 
efficiency of the use of natural gas in 
certain consumers’ appliances. 

[1] With respect to the sales pro- 
motion expense, we find that such 
expenditures increased from $139,872 
in 1948 to $601,740 for the twelve 
months ending June 30, 1951, and will 
approximate $643,000 for the period 
ending May 31, 1952. One of the 
major factors in securing low rates 
for natural gas service is the mainte- 
nance of a high volume of sales. Prior 
to the introduction of natural gas in 
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12 months ended 


1949 1950 Oct. 31, 1951 


$11,849,109 
402,729 


$12,251,838 


$13,194,146 
316,865 


$13,511,011 


$17,494,147 
371,329 


$17,865,476 





4,412,223 
2,632,990 
827,354 
184,539 
713,513 


$8,770,619 
607,121 
629,885 
453,125 


4,309,729 5,894,019 
1,983,916 2,483,746 
953,285 1,057,936 
543,900 593,494 
1,144,608 1,592,956 


$8,935,438 $11,622,151 
703,095 794,006 
747,519 881,652 
688,601 1,376,234 
451,204 


51,136 


$15,176,383 
$2,689,093 





pane 237.172 





$10,460,750 
$1,791,088 


$11,311,825 
$2,199,186 
$37,165,793 
9,665,949 


$27,499,844 
1,279,625 


$41,213,285 $45,866,940 


9,941,558 10,282,656 
$31,271,727 $35,584,284 


2,565,584 3,551,760 
1,824,108 4,098,908 4,418,800 


$30,603,577 $37,936,219 $43,554,844 
213,556 219,939 225,830 


$30,390,021 $37,716,280 $43,329,014 
5.89% 5.83% 6.21% 











Milwaukee, the market was relatively 
undeveloped. Because of this fact con- 
siderable sales effort was required to 
secure rapid development. So far as 
the past is concerned the Commission 
considers the level of sales promotion 
expenses as reasonable. In view of 
the limited gas supplies under present 
circumstances, a substantial future re- 
duction in sales promotion expense is 
warranted. After giving consideration 
to increased costs the Commission con- 
siders that $350,000 per year for sales 
promotion expense is a reasonable 
amount to allow in pro forma expenses 
for the continuation of advertising de- 
signed to maintain for the immediate 


92 PUR NS 








WISCONSIN PUBLIC SERVICE COMMISSION 


future the competitive position of the 
gas industry in the Milwaukee metro- 
politan area. 


[2] With respect to pension costs 
the gas company entered into agree- 
ment with its employees to adopt a new 
and formalized pension system follow- 
ing the introduction of natural gas. 
The introduction of an actuarially 
sound pension system requires the 
payments initially of large sums to 
cover past service benefits. The com- 
pany is making such funding payments 
over a period of ten years, approxi- 
mately the maximum period permitted 
under Federal tax laws. The annual 
amount so required is approximately 
$150,000. It is this amount which the 
city of Milwaukee requests be elimi- 
nated from operating expenses. The 
Commission considers that pension 
costs are part of the wage bargain 
between the company and its em- 
ployees, and in the absence of any 
showing of improvidence or bad faith, 
such expenses are properly chargeable 
to operations. Even municipalities in 
establishing pension systems for their 
employees have adopted the common 
practice of funding past service credits. 

[3] The company is amortizing the 
costs of conversion from manufactured 
to natural gas over a period of ten 
years. Most of this expense repre- 
sents amounts expended by the com- 
pany in converting customer appli- 
ances. With respect to this amount, 
an amortization period of ten years 
was proposed by the company and 
agreed to by the Commission as well 
as the Federal Bureau of Internal Rev- 
enue. A similar period was agreed up- 
on covering the balance of the item 
which is made up principally of un- 
usual and nonrecurring expenses in- 


curred in adapting the distribution sys- 
tem to natural gas. The city of Mil- 
waukee proposed that the amortization 
period be extended to twenty years. 
The Commission has already found a 
10-year period to be reasonable and 
reaffirms that position. 

The city of Milwaukee proposed 
that there be eliminated from plant in 
service an amount of $2,530,270 rep- 
resenting one-half of the production 
plant in service, together with a com- 
parable adjustment in the depreciation 
reserve. These adjustments represent 
a reduction of $1,732,906 in net plant 
in service. It rested its claim upon 
the assertion that in twenty months of 
natural gas service, despite one major 
break in the supply line, the gas com- 
pany had not been required to utilize 
its production plant. The matter of 
adequate standby production facilities 
for Milwaukee Gas Light Company is 
still pending in Docket CA-2290. 
Pending final decision in that docket 
the Commission cannot find any basis 
for elimination of any part of the 
company’s production facilities. Since 
the Commission does not propose to 
eliminate production plant in these 
proceedings, it follows that taxes and 
depreciation expense on production 
facilities are permissible expense items. 


The city contends that with natural 
gas service the use of natural. gas, par- 
ticularly in the case of small consum- 
ers, increased to such an extent that 
the rate reductions were not realized 
or partially nullified. The city at- 
tributes this increase in use to less 
efficient utilization of natural gas in 
some consumer appliances. The ex- 
perience of several hundred custom- 
ers was reviewed by the Commission 
staff. The results of these analyses 
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MILWAUKEE v. MILWAUKEE GAS LIGHT CO. 


were inconclusive. Generally, the 
small consumers showed increases in 
the use of natural gas. 

[4] With the heating value of nat- 
ural gas almost double the value of 
manufactured gas, pilot light use and 
any other use not directly applied to 
the specific requirement at hand may 
result in increased use of service. 
Lower rates might likewise contribute 
to increased use. Because of the dif- 
ferences in the flame characteristics of 
manufactured and natural gas, it is 
undoubtedly true in the case of some 
pilot burner controlled appliances use 
has increased, and in these and certain 
other appliances it may be difficult to 
reduce gas use in proportion to the 
change in heating value. In any event, 
the asserted inefficiency of certain gas 
appliances in the use of natural gas is, 
or was, properly an issue in a case in- 
volving the introduction of natural 
gas. It can have little bearing upon 
the main issues in this case. These 
are the proprieties of certain expense 
items heretofore discussed and the 
reasonableness of the rates. 

The trend of inflation since the in- 
troduction of natural gas has been such 
that had manufactured gas been re- 
tained, major rate increases would 
have been experienced by the consum- 
ers as contrasted with the substantial 
rate reduction obtained with natural 
gas. In any event, the introduction of 
natural gas not only arrested but re- 
versed the upward trend in the cost 
and rates for gas service in the Mil- 
waukee metropolitan area. 


We turn next to consideration of 
earnings in the immediate future. An 
exhibit prepared by the Commission 
staff showing estimated revenues, ex- 
penses, net operating income, and rate 
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base for the year ending May 31, 1952, 
was offered in evidence. In summary 
form, this exhibit shows the follow- 
ing : 
Year ending 
May 31, 1952 


Revenues : 


Sales of gas . 
Other gas revenues 


eas ra Seen Riuiat ae $20,834,900 
395,520 


Total revenues $21,230,420 


Operating Expenses: 
Production 
Transmission and distribution .. 2,418,450 
Customers’ accounting and col- 
lecting 1,075,600 
Sales promotion 643,000 
Administrative and general .... 1,553,206 


Total operating expenses .... $12,891,893 
Depreciation 874, 

Taxes other than income taxes 946,000 
Income taxes 2,675,540 


7,201,643 


Amortization of gas conversion 450,000 


56,850: 


Amortization of extraordinary 
operation and maintenance 


Total operating revenue de- 


ductions $17,894,373; 


Net Operating Revenues $3,336,047 


Rate Base 


Average plant in service $49,940,272 
Less: Reserve for depreciation 10,622,117 


$39,318,155 
3,767,711 


3,751,375 
ee 

Less: Contributions for con- 
229,928 


struction 
Sees 
7.15% 


Net plant ... 
Net current assets 
Deferred natural gas conversion 
expenses 


Rate Base 
Rate of Return 


The foregoing estimates were made 
prior to the issuance of the Commis- 
sion’s gas curtailment order in Docket 
2-U-3644 on August 30, 1951. In 
addition the estimates were predicated 
on the following assumptions: 

1. That there would be no change 
in the price of gas to the company. 

2. That the Federal income tax rate 
would be 52 per cent. 
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3. That wage rates paid by the 
company would remain substantially 
unchanged. 

In order to check the staff estimates 
with actual results under the restric- 
tion order, comparisons were made 
of the number of customers actually 
connected as of December 31, 1951, 
and of sales, and revenues for the 
month of November, 1951. With re- 
spect to customers connected as of De- 
cember 31, 1951, the actual number 
connected as of that date was greater 
for each category except residential 
space heating than the number esti- 
mated by the staff. The deficiency in 
residential space-heating customers is 
more than offset by the excess of reg- 
ular domestic customers, commercial 
and industrial heating customers, and 
industrial customers. With respect to 
sales and revenues for November, 
1951, in each category of customers 
the actual sales and revenues exceed 
the staff estimate and in some cases 
the amounts are substantial. Actual 
total sales in therms exceed the esti- 
mate by 17.4 per cent and revenues ex- 
ceed the estimate by 14.3 per cent. 

On December 17, 1951, the com- 
pany notified its interruptible cus- 
tomers that commencing January 17, 
1952, they would be interrupted indefi- 
nitely. This fact would appear to jus- 
tify a reduction in revenues of about 
$690,000 for the balance of the period 
to May 31, 1952. Consideration will 
be given to the reduction in expenses 
resulting from the decreased sales. 

On October 1, 1951, the company’s 
supplier, Michigan-Wisconsin Pipeline 
Company, was authorized by the Fed- 
eral Power Commission to place in 
effect an increase of 34 cents per 
thousand cubic feet for gas sold to Mil- 


waukee Gas Light Company. The in- 
crease was authorized under bond with 
provision made for refund if, subse- 
quently, all or any part of the increase 
was not authorized by the Federal 
Power Commission in the pending 
proceedings, Docket G-1678. The 
estimate prepared by the staff included 
anticipated purchase of 22,184,170 
thousand cubic feet for the year ending 
May 31, 1952. In view of the pro- 
posed curtailment of special industrial 
load this estimate should be reduced 
by 1,746,619 thousand cubic feet to 
cover such sales with associated lost 
and unaccounted-for gas. The ap- 
plication of the 34 cents per thousand 
cubic feet increase to the adjusted pur- 
chases of 20,437,551 thousand cubic 
feet results in increased cost of gas 
amounting to $715,314 if the higher 
rate had been in effect for the entire 
year ending May 31, 1952. 

The staff presumption as to the 52 
per cent Federal income tax rate is 
now a reality. To date there has been 
no major changes in the company’s 
wage rates. There is set forth below 
a pro forma income account for the 
year ending May 31, 1952, after giv- 
ing effect to the adjustments discussed 
above. 

[5] The adjusted anticipated an- 
nual net operating revenues of ap- 
proximately $3,054,000 produce a re- 
turn of 6.55 per cent on the staff rate 
base of $46,607,000. The record is 
devoid of any evidence as to cost of 
money or rate of return. The Com- 
mission has reviewed the applicant’s 
cost of money, and believes that a re- 
turn of 6.2 per cent would be reason- 
able and adequate to attract capital. 
The schedule of rates prescribed herein 
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Year ended 
May 31, 1952 
(Adjusted) 
Revenues : 


Sales of gas ..... . $20,144,9002 


Other gas revenues 395,520 


$20,540,420 


Total revenues 


Operating Expenses: 
Production .... 
Transmission and distribution 
Customers’ accounting and col- 
lecting 
Sales promotion 
Administrative and general .. 


7,427,9032 
2,418,450 


1,075,600 
350,000 
1,553,200 


$12,825,153 
874,090 


Total operating expenses ... 


Depreciation : 
Taxes other than income taxes 946,000 
Income taxes 2,333,944 
Amortization of gas conversion 450,000 
Amortization of extraordinary 

operation and maintenance 56,850 


Total operating revenue de- 
ductions wae 2 . $17,486,037 
$3,054,383 
46,607,313 


6.55% 


Net Operating enna 
SRE rr eee 
Rate of Return ......... 


1Eliminates $690,000 of interruptible sales. 

2 Reflects increase of 34¢ per M cu. ft. on 
20,437,551 M cu. ft. purchased $715,314, less 
$489,054 for decreased purchases due to reduc- 
tion in interruptible sales—1,746,619 M cu. ft. 
@ 28¢ per M cu. ft 


would reduce annual revenues by about 
$345,000 based on the number of cus- 
tomers served as of December 31, 
1951. For the year ending May 31, 
1952, the amount would be somewhat 
less, and for the calendar year 1952 the 
amount would be somewhat greater. 
A reduction in revenues of $345,- 
000 annually would reduce net operat- 
ing income for the year ending May 
31, 1952, from $3,054,000 to $2,900,- 
000 which is equal to a return of 6.20 
per cent. The difference between the 
reduction in revenues of $345,000 and 
the reduction in net operating income 
of $156,000 represents savings in Fed- 
eral and state income taxes. 

[6] It has been previously pointed 
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out that the increase in the city gate 
rate by the supplier of natural gas, 
Michigan-Wisconsin Pipeline Com- 
pany, was authorized by the Federal 
Power Commission, subject to refund 
if all or any part of the increase was 
subsequently disallowed in F. P. C. 
Docket G-1678. On the basis of the 
earnings set forth herein, a refund of 
all or any part of the increase in the 
city gate rates would result in unjust 
enrichment of Milwaukee Gas Light 
Company at the expense of its rate- 
payers. The order herein will provide 
pursuant to § 196.645, Statutes, that 
refunds, if any, received from Michi- 
gan-Wisconsin Pipeline Company ap- 
plicable to service rendered subsequent 
to the effective date of this order shall 
be passed along to the consumers of 
Milwaukee Gas Light Company. Such 
refunds, if any, applicable to service 
furnished subsequent to the effective 
date of this order should be deter- 
mined by dividing the dollar amount 
of the refund by the total therms sold 
under schedules Rg—1, RcH-1, and 
Cg-—1 subsequent to the effective date 
of this order. The amount per therm 
so determined should then be refunded 
to the consumers under such schedules 
in proportion to the therms sold to 
such customers subsequent to the ef- 
fective date of this order. 

In reviewing the schedule of rates 
applied by Milwaukee Gas Light Com- 
pany it is apparent that a change in the 
zone rate pattern is warranted due to 
the introduction of natural gas and the 
consequent relocation of gas supply 
centers. Furthermore, the develop- 
ment of the suburban areas, both from 
the standpoint of density of customers 
and sales, warrants a change in the 
zone rate pattern. Under the rates 
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ordered herein, the present zone 2 con- 
sisting of the villages of Butler, Fox 
Point, River Hills, and Whitefish Bay, 
the towns of Granville and Wauwa- 
tosa, and portions of the towns of 
Brookfield, Greenfield, and Milwaukee 
is consolidated with zone 1, and the 
differential in rates between zone 1 
and present zone 3 is reduced. 

Savings to customers now served 
under zone 2 rates will approximate 
$95,000 annually as a result of incor- 
porating this area in zone 1. Zone 
3 customers will save about $36,000 
annually by the reduction in the differ- 
ential in rates. The balance of the an- 
nual reduction of approximately $345,- 
000 is obtained by reducing the price 
for the first 8 therms per month sold 
under the various rate schedules by 
one cent per therm. For present zone 
1 customers this change will result in 
annual savings of about $197,000, 
and additional annual savings to pres- 
ent zones 2 and 3 customers of $12,- 
000 and $5,000, respectively. 

The establishment of the rates or- 
dered herein will terminate the tempo- 
rary rates established by interim 
orders on December 15, 1949, and Feb- 
ruary 2, 1950, in Docket 2—U-3201. 
That docket should, therefore, be 
closed. The consolidation of present 
zone 2 with zone 1 will make it pos- 
sible to dismiss and close Docket 2—U- 
3694 which relates to the request of 
the city of Whitefish Bay to be includ- 
ed in zone 1. 

The Commission finds : 

1. That the reasonable and fair 
value of Milwaukee Gas Light Com- 
pany for rate-making purposes in this 
proceeding is $46,607,313. 

2. That the projected net operating 
income for the year ending May 31, 


1952, is $3,054,383 or a return of 
6.55 per cent. 

3. That the present temporary rates 
of Milwaukee Gas Light Company are 
excessive and unreasonable. 

4. That the rates ordered herein are 
just and reasonable and will provide a 
return of 6.20 per cent on the rate base 
set forth in finding 1 above, which is 
just and reasonable. 

5. That refunds, if any, received 
from Michigan-Wisconsin Pipeline 
Company applicable to service ren- 
dered subsequent to the effective date 
of the order herein, should be passed 
along ratably to the consumers served 
under all schedules except CgO-1 and 
CgO-2. 

The Commission concludes : 

That it has jurisdiction under the 
statutes to authorize the revised rates 
herein found reasonable and just, and 
to direct the passing along to consum- 
ers of any refund received from Mich- 
igan-Wisconsin Pipeline Company ap- 
plicable to service furnished subsequent 
to the effective date of this order, and 
that such an order should be issued. 


' ORDER 


The Commission therefore orders: 

1. That Milwaukee Gas Light Com- 
pany be and is hereby directed to place 
in effect the rates set forth in the ap- 
pendix attached hereto [appendix 
omitted], said rates to be in effect for 
gas service furnished on and after the 
first meter reading date twenty days 
following the date of this order. 

2. That in the event that Milwaukee 
Gas Light Company shall receive any 
refund from Michigan-Wisconsin 
Pipeline Company of the presently 
charged city gate rate of 31.5 cents 
per thousand cubic feet applicable to 
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service furnished subsequent to the 
effective date of this order, said com- 
pany is hereby ordered and directed to 
pass along such refund to its con- 
sumers in the following manner: The 
total dollars of refund applicable shall 
be divided by the total therms sold 
under schedules Rg—1, RcH-1, and 


Cg-—1 and the amount per therm so de- 
termined shall then be refunded to the 
consumers under said schedules in 
proportion to the therms sold to each 
consumer within the period covered by 
the refund from Michigan-Wisconsin 
Pipeline Company under the terms of 
this order. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Fred W. Rogers et al. 


New York, New Haven & Hartford 
Railroad Company 


D.P.U. 9661 
December 13, 1951 


PPLICATION by citizens of a town to require railroad to dis- 
A continue freight operations during nighttime at terminal in 
the town; application denied. 


Service, § 263 — Discontinuance of railroad switching service — Night operations. 
A railroad should not be required to discontinue switching operations at 
its terminal in a town during the nighttime merely because it results in 
some inconvenience and discomfort to persons whose property abuts on 
the railroad, so long as there is no question of public health or safety 


involved. 


By the DEPARTMENT: This is an 
investigation by the Department upon 
complaint of certain residents of Prov- 
incetown, under § 16 of Chap 159 of 
the General Laws, that certain prac- 
tices of the New York, New Haven & 
Hartford Railroad are unreasonable. 
Complainants specifically request the 
Department to direct the railroad to 
stop operating its trains in Province- 
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town between 8 o’clock in the evening 
and 8 o’clock in the morning. 
Provincetown is served by a single 
track railroad from Hyannis, a dis- 
tance of 44.23 miles. This track ter- 
minates, of course, at this point. There 
has been no passenger service over 
this branch for some years. Three 
times a week, a double purpose diesel 
engine which comes into Hyannis 
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from Boston leaves Hyannis about 
9 o’clock at night for Provincetown 
with any accumulated freight traffic, 
distributes these cars at various sta- 
tions along the route and picks up such 
outgoing cars as are ready, turns 
around at the “Wye” in Province- 
town, and returns to Hyannis at 
about 7 o’clock in the morning. It ar- 
rives in Provincetown about 2:30 or 
3 o'clock in the morning, where it de- 
livers empties and picks up cars of 
sand and gravel and turns around. 
It is in Provincetown for thirty or 
thirty-five minutes. It does not whis- 
tle or ring bells, and its operations are 
as quiet as the very nature of the op- 
eration permits. To require the rail- 
road to do this work in the daytime 
would require it to maintain another 
engine at Hyannis for this specific pur- 
pose, at a substantial, though undis- 
closed, expense to the railroad. There 
would be substantial additional delay 
to the shippers in such case for oper- 
ating reasons. The Department’s in- 
spector after personal examination re- 
ports that the operations in Province- 
town are conducted as expeditiously 
and as quietly as possible. 
Complainants claim that the night 
operations disturb their rest and since 
one of the principal businesses of the 


area is the tourist trade which is di- 
minished by the alleged noise, they in- 
terfere with property values. 

This branch of respondent’s opera- 
tion is a part of the so-called Old 
Colony lines. In view of the financial 
and legal status of this section of rail- 
road (see Re New York, N. H. & 
H. R. Co. D. P. U. 8756, Jan. 5, 
1950), we do not believe that we 
should require respondent to operate 
in any but the most economical man- 
ner possible. If this results in some 
inconvenience and discomfort to per- 
sons whose property abuts on the rail- 
road, so long as there is no question of 
public health or safety involved, we are 
of the opinion that such effects must 
be tolerated for the sake of the general 
public interest involved. For this rea- 
son, we are constrained to dismiss the 
complaints filed with us, and it is ac- 
cordingly 

Ordered: that the petition of Fred 
W. Rogers et al. that use of the yard 
and facilities of New York, New 
Haven and Hartford Railroad at the 
Provincetown terminal between 8 
p. M. and 8 a. o. be discontinued, be 
and the same-is hereby dismissed, and 
that the investigation of the Depart- 
ment in D. P. U. 9661 be terminated 
and closed. 
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NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


City of New York 


Vv 


Benjamin F. Feinberg et al. 


279 App Div 817, 109 NYS2d 131 
January 9, 1952 


EVIEW of Commission order authorizing general increase in 
telephone rates; order approved. 


Rates, § 538 — Telephones — Apportionment of increase among exchanges. 
1. A Commission order apportioning a telephone rate increase among 
exchanges according to the extent and value of services available in the 
area served by an exchange is fair, proper, and preferable to an appor- 
tionment based on the cost of service in each exchange considered as a 
separate jurisdiction, since under the value method the percentage of 
authorized increase in earnings becomes larger with the size of the exchange 
as represented by the number of subscribers served, p. 144. 

Rates, § 209 — Statewide rate making — Telephones. 
2. The statewide method of determining proper telephone rates was upheld 
as against a contention by a municipality that this method is unlawful in 
that it violates provisions of §§ 91 and 97 of the Public Service Law and 
works a preference in favor of subscribers outside a large metropolitan 
area, p. 144. 

Rates, § 209 — Unitary basis for rate making — Telephones. 
3. A Commission order determining just and reasonable telephone rates 
by treating the property, revenues, and expenses of a company on a unitary 
basis was held amply supported by the evidence, p. 144. 

Discrimination, § 157 — Exchange telephone rates. 
4. Telephone rates which vary for different exchanges of a company are 
not discriminatory so long as they are equal within those exchanges where 
like service is rendered under like circumstances, p. 144. 


¥ 


APPEARANCES: John P. McGrath, Albany, of counsel) ; Henry J. Friend- 
New York city, for petitioner (Denis ly, Ralph W. Brown, and Stephen H. 
M. Hurley, James J. Thornton, Fran- Fletcher, New York city, for respond- 
cis I. Howley, Sidney Brandes, Ger- ent New York Telephone Company. 
trude Herschler, New York city, of 
counsel) ; Lawrence E. Walsh, New 
York city, for respondent Public Serv- 
ice Commission (George H. Kenny, 
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Before Foster, PJ., and Heffernan, 
Brewster, Bergan, and Coon, JJ. 








NEW YORK SUPREME COURT 


PER CURIAM: 

[1-4] Proceeding under Art 78 of 
the Civil Practice Act to review the 
determination of respondent Public 
Service Commission made by its order 
dated May 12, 1950, which author- 
ized the respondent New York Tel- 
ephone Company to effect a general in- 
crease in its rates and charges for tel- 
ephone services throughout the state 
of New York. 

No question is raised upon this re- 
view as regards the propriety or legal- 
ity of the respondent Commission’s 
authorization for the general increase 
in the company’s earnings. Instead, 
the petitioner attacks the rate-making 
method by which the increased earn- 
ings are to be obtained. The author- 
ized rate schedules under attack have 
been arranged for an over-all increase 
in earnings upon a statewide basis. 
Under them, uniform company-wide 
rates are fixed for local exchanges of 
equal size as uniformly measured. In 
doing this the Commission considered 
that the extent and value of the tele- 
phone services available in area served 
by the local exchange was a fair and 
proper base for the apportionment of 
the increase, rather than the cost of 
service in each or any exchange if con- 
sidered as a separate jurisdiction for 
rate-making purposes. The result of 
this is that the percentage of the au- 
thorized increase in earnings as re- 
flected in the new rates enlarges with 
the size of the exchange as represented 
by the number of telephone subscribers 
served thereby, and becomes maximum 
in the largest exchange which is in 
New York city. The city contends that 
this method of rate making is unlawful 
in that it violates the provisions of 
§§$91 and 97 of the Public Service 


Law; that it works a preference in 
favor of the company’s subscribers out- 
side of New York city and subjects that 
“locality” to unjust prejudice and dis- 
advantage. In this the petitioner points 
to the record showing that the need for 
increased earnings was due to the 
small net earnings in the smaller ex- 
changes, whereas the earnings in New 
York city were in line with allowable 
standard. The city urges that this in 
effect results in unlawfully using the 
revenues there earned to subsidize the 
company’s less profitable operations in 
the rest of the state, where the new rate 
increases are less and telephone service 
is rendered at lower rates. The re- 
spondent’s main answer to this conten- 
tion is that when all is said and done 
the proof establishes that the rate- 
making method which has been em- 
ployed simply works out to insure 
equal rates for equal service which the 
company renders throughout the entire 
area of the state. It appears that 
many years ago as telephone service 
expanded and improved the “statewide 
method” in telephone service rate- 
making was adopted in place of the 
“local area method” which at one time 
was in use. That just and reasonable 
rates are best arrived at by treating the 
property, revenues, and expenses of 
the company on a unitary basis is 
amply supported by evidence. The 
particular question raised is. whether 
the determination of the Commission 
arrived at by use of method employed 
violates the provisions of the statute 
aforesaid. In ordaining just and rea- 
sonable charges, the statute forbids 
that they be unequal for “like and con- 
temporaneous service under 
the same or substantially the same cir- 
cumstances and conditions.” Public 
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Service Law, § 91, subd 2. It is when 
such charges are unequal that other 
consequences follow which are for- 
bidden by said statute. The record dis- 
closes that throughout the area of its 
various exchanges there is a marked 
dissimilarity of the circumstances and 
conditions under which the company 
renders its services and also in the ex- 
tent and reasonably considered assess- 


ment of the services. The new rates 
are equal within the exchanges where 
like service is rendered under like cir- 
cumstances. Only the uniform em- 
ployment of permissible factors causes 
their variance in other respects. We 
see no violation of the statute in the 
determination under review. 

Determination unanimously con- 
firmed, with $50 costs. 





FLORIDA CIRCUIT COURT, ELEVENTH JUDICIAL CIRCUIT, 
DADE COUNTY 


Samuel Lojacono 


Southern Bell Telephone & Telegraph 


Company 


No. 147,031 
February 18, 1952 


—, against threatened denial of telephone service; 
company found to be justified in discontinuing service but 
directed to leave one phone in service for public convenience. 


Service, § 107 — Commission jurisdiction — Telephone restoration. 


1. The Commission is the proper agency to review and determine whether 
or not, when, and under what circumstances telephone service should be 


reinstated, p. 147. 


Injunction, § 52 — Telephone removal for unlawful use — Evidence — Applica- 


tion based on deception. 


2. The evidence of parties who attempt to impose upon a court of equity, 
and to obtain an injunction against the removal of telephone service for 
unlawful use, by false statements or like deceptive practices should be re- 


jected, p. 147. 


Service, § 134 — Telephones — Discontinuance for gambling — Public conven- 


tence. 


3. The court, in permitting a telephone company to discontinue service to a 
drugstore after evidence had been offered as to the use of the telephone for 
gambling purposes, took into consideration the fact that the pay stations in 
the store were of great use to the public and directed the company to leave 
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one phone in service so that an undue hardship would not result to the 
public because of the illegal activity of the store proprietor, p. 147. 


Gorpon, CJ.: In his bill of com- 
plaint the plaintiff alleged that he was 
about to be deprived of his telephone 
service at his drugstore located at 6901 
Biscayne boulevard, Miami, Florida. 
The service consisted of a private busi- 
ness telephone in his office and two 
public pay station telephones located in 
the store proper. It appeared that the 
deprivation of this telehone service was 
to be made by the defendant telephone 
company at the direction and demand 
of the attorney general of Florida who 
had notified the telephone company 
that his investigations “had deter- 
mined that the telephone facilities had 
been used in violation of the laws of 


Florida, particularly the gambling 
laws.” The demand for discontinu- 


ance was based upon Chap 365 Fla 
Stats, 1951. 

Plaintiff alleged in his sworn bill 
that he was the victim of a “plant” and 
a target for false accusations by per- 
sons unknown to him. He particu- 
larly alleged that he had “never en- 
gaged in any illegal or unlawful activi- 
ties and that he has never permitted 
any illegal or unlawful activities to be 
maintained at or conducted on his 
premises.” In addition to claiming ir- 
reparable loss and damage to his busi- 
ness if the phones were disconnected, 
he represented that the health of many 
persons who were his patrons would 
be adversely affected and endangered 
if, as in the past, they could not con- 
tact the drugstore by telephone to have 
medical prescriptions filled, etc. 

Upon these sworn representations 
the court, on February 2, 1952, entered 
a temporary restraining order without 
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notice, enjoining the telephone com- 
pany from discontinuing service over 
plaintiff’s business phone, viz., 89- 
3714, until the further order of the 
court, and set the matter down for 
hearing on February 4, 1952. On that 
date the plaintiff gave testimony in 
support of his bill. This hearing was 
adjourned until February 6, 1952, to 
afford the attorney general an oppor- 
tunity to produce witnesses. He, the 
attorney general, in open court, di- 
rected the telephone company not to 
discontinue service over the two pub- 
lic pay station telephones until the ad- 
journed hearing had been concluded. 
On February 6, 1952, witnesses 
called by the attorney general testi- 
fied that they had observed bets on 
horse races being taken by the plain- 
tiff and that they themselves had 
placed bets with him. Called for cross- 
examination, the plaintiff denied that 
on a stated occasion he had _ been 
charged, and on a plea of guilty, con- 
victed of gambling and fined $125 
in the criminal court of record of 
Dade county. The hearing was again 
adjourned until February 8, 1952, and 
the same directions were given to the 
telephone company by the attorney 
general concerning the two public pay 
station telephones. At the hearing on 
February 6, 1952, the telephone com- 
pany filed its answer which contained 
the usual admissions and denials and 
in addition thereto certain affirmative 
matter. The latter either corroborated 
certain of plaintiff’s allegations (relat- 
ing to the receipt by the telephone com- 
pany from the attorney general of the 
notice to discontinue plaintiff’s tele- 


146 





phe 
tele 
its 
dis 
phe 
obl 
tak 


the 
gal 
the 
if 1 





LOJACONO v. SOUTHERN BELL TELEPH. & TELEG. CO. 


phone service and the sending by the 
telephone company to the plaintiff of 
its notice that the service would be 
discontinued) or related to the tele- 
phone company’s statutory duties and 
obligations, of which statutes the court 
takes judicial notice. 

At the hearing on February 8, 1952, 
the plaintiff recanted his denial of the 
gambling conviction. The action of 
the court on this phase of the matter 
if reflected in a separate order whereby 
plaintiff was adjudged in contempt and 
sentenced to serve thirty days in the 
Dade county jail. 

[1-3] This court is aware of the 
various conflicting decrees which have 
been entered in similar cases by other 
divisions of the court. This court is of 


the opinion, however, that under the 
facts and circumstances disclosed by 
the record in this particular case, the 


Florida Railroad and Public Utilities 
Commission is the agency which 
should review and determine whether 
or not, when, and under what circum- 
stances this plaintiff’s telephone service 
should be reinstated. The duty and 
authority so to do has been delegated 
to the Commission by the legislature, 
and the Commission’s jurisdiction has 
been affirmed by the supreme court 
(Dade County News Dealers Supply 
Co. v. Southern Bell Teleph. & Teleg. 
Co. [1950] — Fla —, 87 PUR NS 
197, 48 So2d 89). 

Although there was no direct evi- 
dence in this record connecting plain- 
tiff’s telephones with the bookmaking 
testified to, there was evidence that 
plaintiff was seen using his office tele- 
phone from time to time after bets had 
been placed with him. In equity as 
at law the burden of proof is upon the 
plaintiff ; the doctrine of clean hands, 
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of course, applies (Cullen v. Ohio Bell 
Teleph. Co. [Ohio Com Pleas Ct 
1940] 36 PUR NS 152, 156); the 
evidence of parties who attempt to im- 
pose upon a court of equity by false 
statements or like deceptive practices 
should be rejected (Atkinson v. Plumb 
[1898] 45 W Va 626, 32 SE 229); 
and an inference may be drawn that the 
telephones were used in furtherance 
of the bookmaking disclosed by the 
record from the general knowledge 
that telephones are commonly used in 
establishments where such illegal ac- 
tivities are practiced (Common- 
wealth v. Jensky [1945] 318 Mass 
350, 61 NE2d 532; Rodman v. New 
England Teleph. & Teleg. Co. [Mass 
1945] 61 PUR NS 242; Ganek v. 
New Jersey Bell Teleph. Co. [NJ 
1944] 57 PUR NS 146). 

Upon the whole record the court 
concludes that the temporary injunc- 
tion was improvidently issued and that 
its entry was obtained by representa- 
tions which were false—for the mak- 
ing of which the plaintiff is presently 
serving a jail sentence. 

However, the court is impressed by 
one feature of the case—that is, the 
inconvenience and hardship to the pub- 
lic which probably would flow from a 
discontinuance of all communication 
facilities at this particular location. 
The plaintiff operates what is common- 
ly known as a neighborhood drugstore. 
The fact that there were two pay sta- 
tion telephones in this drugstore would 
indicate that persons residing in the 
neighborhood must frequently have 
used and been dependent upon these 
pay stations for telephone service. 
The court is aware of the fact that for 
various causes, including the tre- 
mendous postwar demands, increases 
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in population and shortages of essen- 
tial materials, the telephone company 
has been unable promptly to furnish 
telephone service to all who have ap- 
plied therefor. Many citizens are 
necessarily dependent upon public pay 
stations for telephone service. The 
record also indicates that persons in ill 
health, doctors in the neighborhood, 
and a hospital in the near vicinity fre- 
quently call this drugstore for prescrip- 
tions and other medical supplies. For 
these reasons the court is of the opin- 
ion that one of the public pay station 
telephones should remain in service— 
not for the benefit of the plaintiff, but 
solely to prevent an undue hardship 
upon the public. 

The premises considered, it is 
ordered, adjudged, and decreed: 

(1) That the temporary injunction 
heretofore entered on February 2, 
1952, be and the same is hereby dis- 
solved. 

(2) That in the public interest the 
defendant telephone company be and it 
is hereby enjoined and restrained un- 
til the further order of this court from 
discontinuing service over one of the 
public pay station telephones on plain- 
tiff’s premises, viz., number 78-9369, 
on the condition, however, that within 
thirty days from the date of this order 
the plaintiff shall make application to 
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the Florida Railroad and Public Utili- 
ties Commission for a review and de- 
termination of whether, when, and un- 
der what circumstances said Commis- 
sion may authorize the telephone com- 
pany to reinstate telephone service and 
facilities over numbers 89-3714 and 
7-9274 which, in accordance with law 
said telephone company shall now pro- 
ceed to discontinue. A copy of said 
application shall be filed in these pro- 
ceedings and additional copies thereof 
furnished to the defendant or its coun- 
sel. 

(3) That the defendant telephone 
company has incurred liability for at- 
torneys’ fees because of the issuance 
of the temporary injunction which by 
this order is dissolved; that a reason- 
able fee for such services is the sum 
of $500 and it is therefore ordered 
that Southern Bell Telephone and 
Telegraph Company do have and re- 
cover that sum, to wit $500, of and 
from the plaintiff, Samuel Lojacono, 
for which let execution issue to such 
extent against the $1,000 cash surety 
on the bond heretofore filed herein by 
said Samuel Lojacono pursuant to the 
temporary injunction which by this 
order is dissolved. 

(4) That the court reserves juris- 
diction to enter such further orders and 
decrees as the premises may require. 
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UNITED STATES DISTRICT COURT D. DELAWARE 


Re North American Light & Power 
Company et al. 


Civ. A. No. 1033 
101 F Supp 931 
December 3, 1951 


ETITION for additional fees for services rendered in holding 

) rior simplification proceedings under § 11(e) under the 

Holding Company Act; additional fees allowed to one attorney 
and denied to another attorney. 


Corporations, § 24 — Holding company reorganization — Allowances for fees and 
expenses. 

1. The Securities and Exchange Commission’s recommendations as to allow- 
ances for fees and expenses in proceedings under § 11(e) of the Holding 
Company Act, 15 USCA § 79k(e), are entitled to weight as representing 
the expert opinion of a wholly disinterested agency skilled and experienced 
in reorganization affairs, although the district court judge must exercise his 
independent judgment as to the reasonableness of the allowance, p. 151. 


Corporations, § 10 — Jurisdiction of Commission — Fees and expenses — Hold- 
ing company reorganization. 
2. The Securities and Exchange Commission has no statutory authority to 
set fees in holding company reorganization proceedings under § 11(e) of 
the Holding Company Act, 15 USCA § 79k(e), p. 151. 


Corporations, § 4.1 — Jurisdiction of court — Fees and expenses — Holding com- 
pany reorganization. 
3. The United States district court has jurisdiction to review an allowance 
for fees which a company regards as excessive or a claimant regards as in- 
adequate in a holding company reorganization proceeding under § 11(e) 
of the Holding Company Act, 15 USCA §79k(e), where the plan pro- 
vides for district court enforcement, p. 151. 


Corporations, § 24 — Holding company reorganization — Fees and expenses. 

4. An attorney who had been allowed a fee of $100 per day for services 
in connection with a holding company reorganization proceeding under 
§11(e) of the Holding Company Act, 15 USCA § 79k(e), was entitled 
to an additional allowance of $50 per day where he and the company had 
mutually agreed that he should receive the additional sum instead of the 
amount allowed, where every party in interest except the Securities and Ex- 
change Commission thought the higher fee was reasonable, where the fee 
agreement was reached before the proceedings began, and where the attorney 
performed his professional services in reliance on the agreement, p. 153. 


Corporations, § 24 — Holding company reorganization — Fees and expenses. 
5. The district court, in reviewing the reasonableness of the Securities and 
Exchange Commission’s allowance for attorneys’ fees in a holding company 
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judge, p. 155. 


UNITED STATES DISTRICT COURT 


reorganization proceeding under §11(e) of the Holding Company Act, 
15 USCA § 79k(e), utilized the doctrine of “substantial evidence,” in con- 
tradistinction to the Commission’s “quasi judicial” determinations of what 
are “legal standards,” to narrow the review function of the district court 





Corporations, § 24 — Holding company reorganization — Fees and expenses. 


Statement that duplication of legal services has always been considered a 


relevant factor in fixing fees in reorganization proceedings, p. 152. 


APPEARANCES: Myron S. Isaacs, 
Chief Counsel, Division of Public 
Utilities, and Frank Field, Attorney, 
both of Washington, D. C., for Se- 
curities and Exchange Commission; 
E. Ennalls Berl (of Berl, Potter & 
Anderson), of Wilmington, Del., for 
James F. Masterson; H. S. French 
(of French & Biscoe), of Washing- 
ton, D. C., for Lewis M. Dabney, Jr. 


Leany, C. J.: The original liti- 
gation, here, started as an enforce- 
ment proceeding under § 1l(e) of 
the Public Utility Holding Company 
Act of 1935, 15 USCA §79k (e). 
The Securities and Exchange Com- 
mission’s first petition was to that 
part of Plan I calling for the settle- 
ment of intercompany claims vis-a- 
vis The North American Company, 
North American Light & Power 
Company,” and Illinois Power Com- 
pany.* That portion of the Plan was 
approved by order on May 28, 1947. 
Later, the SEC sought enforcement of 
Amended Plan I which looked to 
liquidation of Light & Power and dis- 
tribution of assets to its security hold- 
ers. By order of November 6, 1947, 
this, too, was approved.* 


Then, various applications were 


ha 


filed with the SEC for attorneys’ fees 
and allowances. The Commission 
heard the applicants and on December 
21, 1950, found many of the requests 
substantially within the range of rea- 
son, in the aggregate—$2,207,650 
and $141,461. After the allowances, 
action was, however, deferred as to 
the applications of A. A. and J. Wal- 
lace, I. Steinman, I. S. Friedman, and 
the protagonists here, James F. Mas- 
terson and L. M. Dabney. The for- 
mer sought a $10,000 fee in addition 
to the $21,975 and expenses of $615.- 
47 allowed by the SEC on December 
21, 1950, and the latter sought a fee 
of $7,500 and expenses of $107.22. 
The applications upon which deferred 
action had been taken, after another 
opportunity for argument was had, 
were again rejected by the SEC on 
June 1, 1951. The parties requested 
court review of their applications. 
The SEC filed Supplemental Applica- 
tion No. 2 praying the requests for 
fees and expenses be not charged 
against any of the subject companies. 
A date for hearing was fixed. All 
applicants, except Masterson and 
Dabney, retreated. The Masterson- 
Dabney claims for additional compen- 
sation are, now, for consideration on 





1 Here called “North American.” 

2Id. “Light & Power.” 

$Id. “Illinois Power.” 

# See Re Illinois Power Co. (1947) 72 PUR 


American Light & P. Co. (1948) 78 PUR NS 
337, 170 F2d 924. See, too, Re Illinois Power 
Co. (1949) 84 F Supp 342, affirmed on appeal, 
Re North American Light & P. Co. (1950) 


NS 510, 74 F Supp 317, affirmed in Re North 84 PUR NS 371, 180 F2d 975. 
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the SEC’s Supplemental Application 
No. 2. 
Masterson 


[1-3] 1. The SEC stands behind 
the bastion that if its findings on fees 
are supported “by substantial evi- 
dence” and were “arrived at in accord- 
ance with legal standards” I should 
approve its action. The SEC mar- 
shals for its main proposition its own 
autonomy, i. e., Re Engineers Pub. 
Service Co. (1946) Holding Com- 
pany Act Release No. 7041, 66 PUR 
NS 414. See, too, Re Engineers Pub. 
Service Co. (1947) 70 PUR NS 350, 
71 F Supp 797, affirmed in part, in 
Re Engineers Pub. Service Co. 
(1948) 75 PUR NS 193, 168 F2d 
722; and, finally, the plan approved, 
in Securities and Exchange Commis- 
sion v. Central-Illinois Securities 
Corp. (1949) 338 US 96, 93 L ed 
1836, 80 PUR NS 282, 69 S Ct 1377, 
per Mr. Justice Rutledge and unani- 
mous court. 

In the Engineers Case, supra, 66 
PUR NS at pp. 447, 448, the SEC 
wrote: “Although § 11(e) contains 
no specific provision covering the 
allowance of fees and expenses, it 
has been our consistent practice over 
a long period of time to exercise juris- 
diction over fees and expenses in § 11 
(e) plans. This is the first case in 
which substantial question has been 
raised as to our power in this respect. 

The payment of fees and allow- 
ances to such persons from the estate, 
under court supervision,’ is an ac- 
cepted principle of equity receivership 
and corporate reorganization law. In 


exercising jurisdiction over fees and 
expenses we have endeavored to as- 
sure adequate compensation to quali- 
fied representatives of the various 
groups of security holders and thereby 
to assure adequate coverage of the 
issues before us.” The cases, infra, 
show, for example, the SEC in Chap- 
ter X, 11 USCA § 501 et seq., pro- 
ceedings in bankruptcy does act in an 
“advisory capacity” in fee and allow- 
ance recommendations. Though the 
district court judge still must exercise 
his independent judgment, the SEC 
recommendations are “entitled to 
weight as representing the expert 
opinion of a wholly disinterested agen- 
cy skilled and experienced in reorgan- 
ization affairs.” 6 Collier on Bank- 
ruptcy (14th ed, Moore and Oglebay), 
at p. 4498. In the light of Securities 
and Exchange Commission v. Cen- 
tral-Illinois Securities Corp. supra, 
query whether “independent judg- 
ment” approaches the stature of even 
a modicum of review power. Obvi- 
ously, there is no specific statutory 
authorization to the SEC in Chapter 
X proceedings to set fees. Likewise, 
in § 11(e) proceedings of the Public 
Utility Holding Company Act the 
SEC has no legislative imprimatur to 
set fees. In a §11 (f) proceeding 
under the Public Utility Holding 
Company Act, the SEC, however, has 
expressly been given the power to set 
fees and allowances. It is asserted, 
however, in the leading text in the 
field, that the principles of §11 (f) 
should be applicable in a Chapter X 
proceeding, where, as I have said, 





5 Emphasis added to show: Although this 
phrase was written before the final pronounce- 
ment of the Supreme Court in the Engineers 
Case, Securities and Exchange Commission v. 
Central-Illinois Securities Corp. (1949) 338 


US 96, 93 L ed 1836, 80 PUR NS 282, 69 
S Ct 1377, it discloses the SEC considered 
district judges under § 11(e) proceedings were 
not without power to reverse a finding of the 
Commission on a fee question. 
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there is no statutory authority to set 
fees given the SEC and even though 
Chapter X was passed after the Hold- 
ing Company Act. 6 Collier on Bank- 
ruptcy, supra, at p. 4498, fn. 14. The 
justification for applying the specific 
warrant of $11 (f) to Chapter X 
is “well established principles of stat- 
utory interpretation, as well as con- 
siderations of sound public policy, 
.” Thid. 

In its brief in the matter at bar the 
SEC relies upon Chapter X “author- 
ity” for its setting fees. It would seem, 
therefore, the reliance upon authority 
at this point has made a complete cir- 
cle, i. e., the SEC in Chapter X may 
set fees because “sound principles” 
necessitate such a course, and, under 
§ 11 (f), the SEC is expressly given 
the power in certain circumstances, 
and, therefore, the SEC can set fees 
in $11 (e) proceedings because it 
does so in Chapter X. The fact re- 
mains, nonetheless, Congress has not 
cloaked the SEC with the fee setting 
mantle in either Chapter X or § 11 
(e) proceedings, though it has in 
§ 11 (f). 

To carry the metaphor one step 
further, I suggest, wearing the royal 
raiments does not entitle the pretender 
to the royal prerogatives. 

I think the SEC is aware of this 
because by its brief and arguments it 
concedes § 11 (e) of the act contains 


no specific provision for its supervi- 
sion over allowances of fees and ex- 
penses. But, this lack of legislative 
grant of power, the SEC counters, is 
remedied because, the SEC finds, 66 
PUR NS at p. 448, “it has been our 
consistent practice over a long period 
of time to exercise jurisdiction over 
fees and expenses in § 11 (e) plans.’”* 
This is the lifting-yourself-by-your- 
own-bootstraps approach. In short, 
while Congress did not grant such 
power, it appears if you exercise it 
over a specific vicinage long enough 
you have it. In support of this view 
the SEC says: “The Commission 
has consistently taken the position 
that an allowance of fees and expenses 
by the Commission, as to which there 
is no contest, may be paid without a 
further order of the district court.” I 
make no comment on whether this is 
logic in vacuo. The SEC admits, as 
I suggested before, “where a plan 
provides for district court enforce- 
ment, the district court has jurisdic- 
tion to review an allowance which the 
company regards as excessive or a 
claimant regards as _ inadequate.” 
Two courts’ have subscribed to this 
idea, relying, in the main, on the tech- 
niques applied in considering fees and 
allowances under §77B, 11 USCA 
§ 207, and Chapter X of the Bank- 
ruptcy Act. 

2. The SEC rejects Masterson on 





6 Cf. Re Utilities Employees Securities Co. 
Holding Company Act Release No. 5349, Oct. 
12, 1944, 

7 One, to the Delaware district court in 
Re Columbia Oil & Gasoline Corp., our CA 
288, on May 18, 1945; the other, in Re Elec- 
tric Bond & Share Co. (1948) 78 PUR NS 
522, 80 F Supp 795. 

In the Delaware Case of Columbia Oil & 
Gasoline Corp., it was simply stated (per Kirk- 
patrick, J. [unpublished opinion]) that “in 
accordance with § 11(f) of the act and regu- 
lations thereunder, the applications [for fees] 
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were referred to the Commission.” The Dela- 
ware court examined the findings of the Com- 
mission and found they were sustained by the 
evidence, and that there was no error of law. 

In Re Electric Bond & Share Co. supra, 
Judge Knox carefully refrained from interpret- 
ing §$11(f) as authorizing the SEC to fix 
fees in a § 11(e) proceeding. As I suggested, 
supra, under §11(f) the power granted to 
the Commission to pass on fees is “in any such 
proceeding,” i.e. a proceeding covered by 
§ 11(f), in contradistinction to a § 11(e )pro- 
ceeding. 
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duplication of services—an idea not 
new. It has always been considered 
a relevant factor by bankruptcy courts 
as well as by general courts of equity 
in receivership or in any reorganiza- 
tion proceeding. Heretofore, in this 
category of cases, the rdle of the SEC, 
as far as I have been able to find, 
is merely that of an adviser to the 
court. But in the matter at bar, the 
SEC now articulates in a $11 (e) 
proceeding it acts “in a quasi-judicial 
capacity to decide the issues subject 
to court review.” Its reliance is on 
Finn v. Childs Co. (1950) 181 F2d 
431, 438. That case was in bankrupt- 
cy and the precise problem of function 
under a § 11 (e) proceeding was not 
before the court for decision. Judge 
Clark in that case did, however, state 
his view, in passing, that the Com- 


mission has a legislative grant of pow- 
er “to fix a maximum amount for fees 

with regard to the reorganiza- 
tion of public utility holding compa- 
nies under § 11 (f) of the Holding 
Company Act, 15 USCA §79k (f), 


” 


But the obvious fact is the 


matter at bar does not involve a § 11 
(f) proceeding. 

[4] 3. The above discussion tells 
the basis of the SEC’s ruling with re- 
spect to the fee claimant Masterson. 
Though there is much to recommend 
the SEC position in fixing the figures 
of compensation in that the SEC, hav- 
ing observed the work of counsel be- 
fore it, is possibly better able to ap- 
praise the value of such services than 
the judge to whom the question of 
fees is submitted on review, still, the 
awareness of the judiciary of the 
worth of counsel’s contribution to any 
particular litigation should not be ig- 
nored or underestimated. To ignore 
entirely the judicial cognizance of fees 
would, I think, be assuming a judge 
has never been a practicing attorney 
and has never had the opportunity to 
acquire a legal sophistication as to the 
value of the toilers per diem in matters 
of corporate reorganization. 

Now, the apologia of the Commis- 
sion for its action, here, may be found 
in the footnote,’ where it thought it 
had intimate knowledge of the “du- 





8In its memorandum opinion dated May 7, 
1951, the Commission said the following with 
respect to Masterson’s services: 

“Masterson, a Philadelphia attorney, was 
associated with Clayton E. Kline, of Topeka, 
Kansas, as counsel for Light & Power. He 
has sought compensation for services in con- 
nection with the proceedings which he stated 
consumed 2193 days. He has already been 
paid by Light & Power at the rate of $100 a 
day, a total of $21,975, plus $615.47 reimburse- 
ment of expenses, and we have released juris- 
diction over these payments made to him. His 
application originally requested an additional 
fee of $21,975, but following the close of the 
record he and representatives of Light & 
Power agreed upon a payment of $10,000 in 
addition to the amounts heretofore paid as be- 
ing mutually satisfactory, subject to this Com- 
mission’s approval. 

“Masterson was retained by Kline to assist 
him and to act as local counsel for Light & 
Power in proceedings before us and the courts 
in Philadelphia and Wilmington, Delaware. 
When both were present at hearings, which 
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was often, Kline conducted practically all the 
examination of witnesses. During many of 
the hearings at which Masterson was present 
without Kline he did not take an active part. 
In the numerous hearings devoted to the de- 
velopment of claims and claims-over on behalf 
of Light & Power against North American, 
the burden of establishing the claims was car- 
ried by Lawrence R. Condon as counsel for 
certain preferred stockholders of Light & Pow- 
er over the objections of Kline and Masterson 
as representatives of the management of Light 
& Power. In these hearings Kline and Mas- 
terson were almost completely inactive, limit- 
ing themselves to routine objections to certain 
evidence. As Masterson expressed it, the serv- 
ices ‘consisted primarily in being there.’ 
“Masterson worked on various applications, 
motions, and briefs, interviewed witnesses in 
preparation for trial and consulted with Kline 
as to trial methods, and attended numerous 
hearings and conferences. We have recog- 
nized his contribution by approving the pay- 
ment to him of $21,975. However, Masterson 
was subordinate to Kline, who has received 
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plicative” and “secondary” character 
of the services under which it would 
be unreasonable for Masterson to be 
paid in excess of $100 per diem. In 
this case, the approach of the SEC 
ignores the vital fact—the lawyer- 
client relationship. Masterson’s client 
was Light & Power. During June, 
1943, Light & Power sought the legal 
services of Masterson. He asked for 
$250 a day. He had never, according 
to the testimony, accepted less. Then, 
lawyer-client negotiation commenced. 
They agreed he would get $100 a day 
plus an additional sum to be awarded 
him at the close of the proceedings 
before the SEC. Subsequent to the 
close of the record on fees before the 
SEC, but before the Commission had 
passed on the question of allowances, 
Masterson notified the Commission he 
and his client had mutually agreed® he 
should receive the additional sum— 
$150 per diem instead of the $100 per 
diem he had already been allowed by 
the SEC. The SEC ignored this in- 
formation for it thought Clayton E. 
Kline, Esq., of Topeka, Kansas, was 
primary counsel for Light & Power 
and Masterson’s services for that com- 
pany were merely “duplicative.” 
Kline seems to reject this idea. His 
support for the agreement that Mas- 
terson should receive $150 a day in- 
stead of the $100 “allowed” by the 
SEC, is that this litigation involved 
tremendous amounts of money; and, 
due to the complexity of the legal pro- 
ceedings and the long tenure of the 
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litigation, it was to the best interest 
of Light & Power that it be repre- 
sented by more than one attorney. 
Both Masterson and Kline, the record 
discloses, worked in “close harmony.” 

The services of an attorney—inter- 
viewing witnesses, getting evidence, 
doing research, planning strategy— 
may be highly complementary, even 
though “duplicative.” In my experi- 
ence at the bar and on the bench, I 
have observed lawyers of great talent 
simply sitting at the counsel table and 
not, apparently, engaging in the com- 
bat of litigation, yet obviously their 
contribution to the matter for deter- 
mination, whether before an adminis- 
trative agency or a court, is not with- 
out professional significance. And, 
their contributive worth to the legal 
drama cannot be ignored or brushed 
aside by the semantics of such loose 
words as “duplicative” and “‘unpro- 
ductive.” 

Here, facts show Masterson’s $100 
per diem—the precise amount allowed 
by the SEC—would not be sufficient 
to cover his routine office expenses. 
He wanted $250 per day. He com- 
promised with Kline. The board of 
directors of Light & Power approved 
the $150 rate and this, too, was rec- 
ommended by counsel for North 
American. Every party in interest, 
except the SEC, thought the rate was 
a reasonable attorney’s fee. This is 
plain: Light & Power made an agree- 
ment with Masterson; he performed 
his professional services in reliance on 





a substantial allowance, and his services dupli- 
cated those of Kline to a considerable extent 
and were to a degree unproductive. 

“Upon a consideration of the record, we 
conclude that it does not support Masterson’s 
contention that he is entitled to receive addi- 
tional compensation, and his request therefor 
will be denied.” 
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9I know of many instances where in re- 
organization proceedings before the district 
court an applicant for a fee and the SEC 
would agree on what is a proper figure—or, 
in other instances, a figure would be arrived 
at as to which the SEC would raise no objec- 
tion. 
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it, Regardless of what effect should 
be given to the administrative fiat in 
the case at bar, or what power there 
may remain in a district court under 
a $11 (e) proceeding to review fees 
and allowances made by the SEC,” 
the facts of this case show an agree- 
ment was reached between lawyer and 
client; and simple equitable doctrine 
requires that, after an examination of 
Masterson’s services, the client be per- 
mitted to pay him what it thought and 
thinks is a reasonable and adequate 
fee of $150, and not the $100 per diem 
the Commission has announced is suf- 
ficient; otherwise the management of 
a subject company is impotent to 
agree on lawyers’ fees if it be against 
the pleasure of the SEC. The avowed 
paternalism of the Commission for 
security holders, under such circum- 
stances, can have no arrival “in ac- 
even 


cordance with legal standards” 
under the thesis of the Engineers Case 
(1946) 66 PUR NS 414. 


Dabney 


[5] 4. So far, I have sedulously 
refrained from deciding the definitive 
spheres of legal power, on the ques- 
tion of fees, between an administrative 
agency of the government which al- 
leges its acts, in this specific connec- 
tion, “in a quasi-judicial capacity” 
and the orthodox functions of a dis- 
trict court in matters of corporate 
reorganization and liquidation. As I 
look at Dabney’s claim, I am not con- 


cerned with the question of an agree- 
ment made between lawyer and client, 
as in the Masterson situation; but I 
must, as to Dabney’s claim, meet the 
question posed as to the autonomy of 
the SEC vis-a-vis the district judge 
in such a fee situation. I bow to the 
pontification of the Engineers Case,™ 
in so far as it utilizes the doctrine 
“of substantial evidence” in contradis- 
tinction to the SEC’s “quasi-judicial” 
determinations of what are “legal 
standards” to narrow the review 
function of a § 11 (e) judge; and I 
intend to keep in mind the admonition 
against surrender of all judicial re- 
view as announced in Universal Cam- 
era Corp. v. National Labor Relations 
Board (1951) 340 US 474, 95 L ed 
456, 71 S Ct 456. 

5. Dabney did not appear, in these 
proceedings, before the SEC or this 
court, to propose any steps in the 
plans which were finally adopted by 
court approval. He did, in fact, pro- 
pose a plan to the Commission that 
stock of Union Electric Company of 
Missouri owned by North American 
should be distributed; but that plan 
looked to no settlement of claims in 
litigation between the various subject 
companies. Dabney assumes that his 
plan, in some inarticulate fashion, 
forced the settlement of the conflict- 
ing claims. There is no evidence to 
support this position. The urgency 
of his claim is based upon pure con- 





10In Universal Camera Corp. v. National 
Labor Relations Board (1951) 340 US 474, 
489, 490, 95 L ed 456, 71 S Ct 456, 465, per Mr. 
Justice Frankfurter, it was said: 

“Since the precise way in which courts in- 
terfere with agency findings cannot be im- 
prisoned within any form of words, new 
formulas attempting to rephrase the old are 
not likely to be more helpful than the old. 
There are no talismanic words that can avoid 
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the process of judgment. The difficulty is that 
we cannot escape, in relation to this problem, 
the use of undefined defining terms. . 
Reviewing courts must be influenced by a feel- 
ing that they are not to abdicate the conven- 
tional judicial function.” 

11 Securities and Exchange Commission v. 
Central-Illinois Securities Corp. (1949) 338 
US 96, 93 L ed 1836, 80 PUR NS 282, 69 
S Ct 1377. 
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jecture.* His theory for compensa- 
tion is highly tenuous on both a 
factual and legal basis. 

Conclusion 


I have concluded to grant the SEC’s 


Supplemental Application No. 2, ex- 
cept as to the Masterson claim for ad- 
ditional fee which, I think, should be 
allowed. An order may be submitted 
in accordance with the foregoing. 





12 The record concerning negotiations for 
the settlement of intercompany claims which 
finally resulted in a compromise shows no con- 


sideration was given to the “Dabney Plan.” 
Re North American Co. (1947) Holding Com- 
pany Act Release No. 7375, 70 PUR NS 201. 
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Re Missouri Public Service Company et al. 


Case No. 12,260 
December 12, 1951 


PPLICATION by two gas and electric companies for authority 
to merge; authority granted. 


Security issues, § 99 — Debt ratio — Merging companies. 
1. A long-term debt ratio of 56 per cent, with a ratio of 44 per cent for 
capital stock capitalization and surplus, after the merger of two gas and 
electric companies, was not considered excessive, p. 159. 


Consolidation, merger, and sale, § 60 — Effect of approval — Rate questions. 
2. The merger of two gas and electric companies does not preclude the con- 
tinuation of presently effective rates for utility service to consumers, since 
the company surviving the merger must maintain utility service in all areas 
formerly served by the companies at the rates charged by the companies 


prior to the merger, p. 160. 


By the Commission: This proceed- 
ing is before the Commission upon a 
joint application, filed November 7, 
1951, by Missouri Public Service 
Company (herein sometimes referred 
to as “Public Service’), and by Mis- 
souri Gas & Electric Service Company 
(herein sometimes referred to as “Gas 
& Electric’), for authorization of a 
merger, whereby Public Service will 
acquire all properties and assets of Gas 
& Electric and Public Service will own 
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and operate such properties and assets. 

In connection with the merger 
transaction, Public Service has also ap- 
plied for authority to issue and deliv- 
er 527,865 shares of common stock, 
without par value, and $2,000,000 
principal amount of series F 34 per 
cent first mortgage bonds, and to 
execute and deliver a supplemental in- 
denture securing the aforesaid bonds. 

A hearing on the application was 
held at Jefferson City, Missouri, on 
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November 30, 1951, at which all in- 
terested parties were given opportu- 
nity to be heard and the case was sub- 
mitted on the oral and exhibit testi- 
mony produced by the applicants. 

Both applicants are Missouri cor- 
porations, the location of the principal 
office of Public Service being at War- 
rensburg, and that of Gas & Electric 
at Lexington. Public Service sup- 
plies electric service in 97 communi- 
ties, gas service in 6 communities, and 
water service in 3 communities. Gas 
& Electric supplies electric service in 
40 communities, gas service in 7 com- 
munities, water service in one com- 
munity, and operates ice plants in 2 
communities. The two service areas 
of Public Service are located in all or 
a portion of Barton, Bates, Benton, 
Cass, Cedar, Dade, Henry, Jackson, 
Johnson, Lafayette, Pettis, St. Clair, 
and Vernon counties in Central West- 
ern Missouri, and in Daviess, Grundy, 
Harrison, Livingston, and Mercer 
counties in northern Missouri. The 
service area of Gas & Electic is located 
between the two service areas of Pub- 
lic Service in Buchanan, Carroll, Clay, 
Clinton, Lafayette, Platte, Ray, and 
Saline counties. The two companies 
render service to approximately 56,000 


Utility Plant 
Electric 


Intangibles 


Tota! original cost ..... séaseesseeses , 
Excess of cost over original cost 


Total utility plant 


Less: Reserves for depreciation and amortization 
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electric consumers, 16,500 gas consum- 
ers, and 4,800 water consumers. The 
businesses of the two companies for the 
past eight years have been conducted 
by common management, R. J. Green 
being the principal executive, presi- 
dent, a director, and a_ substantial 
holder of the common stock of each of 
the companies. 

Applicants contend that the merger 
is desirable for the following reasons: 
The territories served by the merging 
corporations are adjacent to each oth- 
er. They are of the same general char- 
acter and the nature of the public 
utility services performed in the respec- 
tive territories is substantially identi- 
cal. Merging the two will permit more 
efficient and economical use of equip- 
ment and personnel, facilitate inter- 
connections assuring more reliable 
service, provide a larger and better ve- 
hicle for financing capital require- 
ments, and in these various ways pro- 
duce benefits for both the security 
holders and the consumers served by 
the companies. 

The property accounts of the appli- 
cants as shown by utility plant ac- 
counts in the financial statements sub- 
mitted by the applicants as at Septem- 
ber 30, 1951, follows: 


Gas & 
Electric 


$3,483,445.50 
1,124,939.40 
8,811.80 
190,895.24 
91,324.74 


$4,899,416.68 


Public Service 


$18,320,926.01 
1,972,615.86 
1,493,898.08 





$21,787,439.95 
47,845.18 237,973.40 





$21,835,285.13 
400,792.81 


$22,236,077.94 
4,734,742.89 


$17,501,335.05 


$5,137,390.08 





$5,137,390.08 
1,342,604.05 


$3,794,786.03 
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The utility plant account of Public 
Service is stated at original cost as 
heretofore approved by this Commis- 
sion and includes cost in excess of 
original cost in the amount of 
$400,792.81, which amount is in 
process of amortization. 

The tangible property of Gas & 
Electric is stated at original cost based 
primarily upon analyses of the com- 
pany’s records by independent en- 
gineers, plus intangibles including 
223,000 going concern value, as of 
March 31, 1935, also determined by 
independent engineers. On May 1, 
1949, this company commenced an 
original cost study, which is not yet 
completed, and the company’s repre- 
sentatives state that it is intended to 
record such original cost determination 
when approved by this Commission. 
No disposition or adjustment of the 
account reflecting the $223,000 going 
concern value item is contemplated 
pending completion of the original cost 
study, which such representatives con- 
tend will show a greater amount of 
original cost of tangible property than 
that now carried on the books. 


The plan of merger provides in de- 
tail the manner and basis of converting 
the shares of stock of each of the ap- 
plicants into shares of the surviving 


corporation. Briefly stated, such con- 
version is accomplished by issuing to 
the holders of each of the 133,705 
shares of common stock of Public 
Service 3 shares of the common stock 
of the surviving corporation, and by 
issuing to the holders of each of the 
25,350 shares of common stock of Gas 
& Electric 5 shares of the common 
stock of Public Service. The pre- 
ferred stock of Public Service will re- 
main outstanding. 
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The first mortgage bonds of Gas & 
Electric will be retired and a like prin- 
cipal amount of first mortgage, series 
F, 34 per cent, bonds of Public 
Service, dated January 1, 1952, and 
due January 1, 1977, issued in ex- 
change therefor. Applicants’ wit- 
nesses testified that commitments had 
been obtained for such exchange from 
the holders of all outstanding bonds of 
Gas & Electric. 

In connection with the merger, it is 
proposed to write off certain items of 
unamortized excess cost of property 
over the original cost thereof and 
unamortized balance of debt expense 
and call premiums applicable to re- 
funded bond issues and capital stock 
expense. 

The amount of $400,792.81 repre- 
senting cost in excess of original cost 
of utility plant account of Public 
Service in process of amortization will 
be written off to the reserve for amor- 
tization of cost in excess of original 
cost provided therefor ($195,504.21 
at September 30, 1951) and the bal- 
ance charged against earned surplus. 
The unamortized balance of debt ex- 
pense and call premiums applicable to 
refunded bond issues ($272,870.83), 
capital stock expense ($11,473.64) will 
be written off to capital surplus ($3,- 
976.21) and earned surplus. Earned 
surplus of the surviving corporation, 
on pro forma basis as at September 
30, 1951, after the aforesaid adjust- 
ments will be $3,626,604.58, total re- 
ductions of the combined earned sur- 
pluses of the two companies of $538,- 
806.86 and elimination of the capital 
surplus of $3,976.21 of Public Service, 
on such pro forma basis, resulting from 
such adjustments. It appears that such 
adjustments are desirable steps in fur- 
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therance of the establishment of re- 
corded accounts and a balance sheet re- 
flecting actual original cost of capital 
assets. However, such establishment 
will not be complete until settlement 
and approval of the original cost of 
capital assets to be acquired by the sur- 
viving corporation from Gas & Elec- 
tric. 

[1] The capitalization and funded 
debt of the surviving corporation, on 
the pro forma basis of September 30, 
1951, is shown as follows: 


Capital Stock and Surplus 


Common Stock ............. 
Preferred Stock 1,960 
Earned Surplus ............ 


$4,073,041.61 
000.00 


3,626,604.58 
$9,659,646.19 


Long-term Debt 
First Mortgage Bonds ...... $11,190,000.00 
Serial Debentures, 1951-1970 1,117,000.00 


Total ........ $12,307,000.00 


As at September 30, 1951, there 
was available to the surviving corpora- 
tion, on a pro forma basis, an excess 
of Current Assets over Current Lia- 
bilities of $1,061,705.17. 

The ratios of 44 per cent for capital 
stock capitalization and surplus and of 
56 per cent for long-term debt, after 
the merger, is indicated. Prior to 
merger, the debt ratio of Public Service 
is 56 per cent and of Gas & Electric 
50 per cent. 

It does not appear that an excessive 
debt ratio will result from the merger, 
and the amount of net current assets 
available to the surviving corpora- 
tion should be sufficient to provide 
an adequate working capital and 
also funds for minor capital expendi- 
tures. 

The cost of the merger transaction, 
including stock issue taxes, capitaliza- 
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tion fees, stamp taxes on bonds, print- 
ing, recording, legal fees and account- 
ing charges, stock listing charges, 
transfer agents’ and registrars’ fees, 
and other expense, was estimated by 
witnesses for applicants at $53,150. 
It is proposed to write off such costs 
by charges to earned surplus. Appli- 
cants’ witnesses testified that no com- 
missions, brokerage charges, or other 
similar charges will be incurred in con- 
nection with the merger transaction or 
the proposed issuance of securities to 
make same effective. 

In connection with the merger of 
these companies, if made effective, it 
appears that a question will arise as 
to the future annual provisions for re- 
serves for depreciation of utility plant. 
Effective January 1, 1951, pursuant to 
an order of the Commission dated July 
3, 1951, in Case No. 10,852, provi- 
sions for depreciation on electric prop- 
erty of Public Service were computed 
on a straight-line basis by applying to 
the primary account balances specific 
rates as determined by said order. De- 
preciation on property, other than elec- 
tric, has been provided annually at the 
following rates: gas property, $17,000 
plus 2.5 per cent of net additions since 
December 1, 1936; water property, 
$13,000, plus 2 per cent of net addi- 
tions since December 1, 1936. Gas & 
Electric has made provision for de- 
preciation on a straight-line basis by 
applying the following composite rates 
to the depreciable property balances at 
the beginning of the period: Electric 
2.5 per cent; gas 1.5 per cent; water 
1.5 per cent. Upon making the merger 
effective, the surviving corporation 
should follow a uniform procedure in 
making provision for depreciation, and 
it will be required to adopt the same 
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method and rates as presently prac- 
ticed by Public Service as to electric, 
gas, and water properties. 

[2] No difficulty as to continua- 
tion of presently effective rates for util- 
ity service to consumers appears to be 
imposed by reason of the merger. Pur- 
suant to provisions of the General and 
Business Corporation Law, a sur- 
viving corporation resulting from a 
merger shall be subject to all the du- 
ties and liabilities of each of the merg- 
ing corporations. Section 351.450 
Mo Rev Stats Public Service will be 
required to maintain utility service in 
ali municipalities, communities, and 
areas formerly served by Gas & Elec- 
tric at the scheduled rates effective 
therefor, until changes are authorized 
pursuant to law. 

Having examined the plan of merg- 


er and the evidence, the Commission 


finds that the transactions contem- 
plated by such a plan are reasonably 
required for the development and im- 
provement of utility service in the 
areas of the state supplied by the ap- 
plicants. The facts and circum- 
stances heretofore recited, which have 
been supported by the evidence sub- 
mitted, induce the conclusion that the 
effectuation of the merger will not be 
detrimental to the public interest, is 
not unfair to consumers or investors, 
is not contrary to the law or public 
policy of the state, and will not hamper 
or impede the imposition of regulatory 
powers by the Commission. The issu- 
ance of the stock and bonds for ex- 
change, as contemplated by the plan, 
will not increase stock or bond capi- 
talization. Accordingly, an order will 
issue granting the authorizations ap- 
plied for. 
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Industrial Progress 


A digest of information on new construction by pri- 


vately managed utilities ; 


similar information relating 


to government owned utilities ; news concerning prod- 
ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel, 


a Pwr. & Lt. Plans 
$16,000,000 Program 


HE Wisconsin Power and Light Company, 

Madison, plans to spend about $16,000,000 
to increase its capacity and improve transmis- 
sion lines. About $11,000,000 is going into a 
new 60,000-kilowatt steam generating plant, on 
which work has already started, between 
Janesville and Beloit. 


PG&E Plans Two New Plants 
On Pit River 


~— Gas AND ELectric CoMPANY plans 
to extend its Pit river hydroelectric de- 
velopment in Shasta county by the construc- 
tion of two new powerhouses at a total esti- 
mated cost of $45,000,000, according to N. R. 
Sutherland, vice president. The two projects 
will add 144,000 kilowatts of new generating 
capacity to the PG&E system. 

The proposed construction will further ex- 
tend PG&E’s postwar expansion beyond 1954 
and help assure power for the continually 
growing needs of Northern and Central Cali- 
fornia, Mr. Sutherland said. 


Industrial Electrification 
Council 


7 ORMATION of the Industrial Electrification 

Council was announced recently by J. Reed 
Hartman, chairman of its Executive Com- 
mittee, and Merrill E. Skinner, chairman of 
the Commercial Division General Committee 
of the Edison Electric Institute. 

The purpose of the Council is to foster and 
coordinate the dissemination to American in- 
dustry of factual information on the applica- 
tion of electricity and electrical apparatus to 
industrial processes and other manufacturing 
operations for the purpose of developing a 
wider knowledge by American industry as a 
whole of the opportunities to increase produc- 
tion, improve quality and reduce costs through 
the widest economic use of electricity. 

Its formation resulted from a feeling, long 
held by many electric utility companies and 
manufacturers of industrial electrical equip- 


manufacturers of industrial electrical equip- 
ment. 

Because of the breadth and complexity of 
the field of industrial electrification, the Coun- 
cil is restricting its initial operations to indus- 
trial electric heating, although it expects to 
expand into the other branches of the field 
as it develops its organization and techniques. 

J. Reed Hartman, vice president of The Cin- 
cinnati Gas & Electric Company, is chairman 
of its Executive Committee, which has six 
members, three representing utilities and three 
representing manufacturers. Its operations 
will be carried on through a Planning Com- 
mittee, which will develop and coordinate 
overall programs, and Task Committees which 
will develop programs in specific fields of elec- 
trical application. Its headquarters are at 
Room 2650, 420 Lexington avenue, New York 
17, New York. 


Pipe Corrosion Booklet 


[Pasractine buried pipes from corrosion with 


“Scotch” plastic tapes No. 21 and No. 22 


is the subject of a new eight-page illustrated 
booklet available upon request from Minne- 
sota Mining and Manufacturing Company, 900 
Fauquier street, St. Paul, Minnesota. 

It describes and illustrates both high speed 
machine and hand wrapping techniques for 
protecting natural gas and water mains, joints 
and leads from the corrosive effect of soil 
chemicals, oils and fats, stray ground cur- 
rents and soil bacteria and fungi. 

The booklet cites some of the problems re- 
sulting from pipe corrosion as well as actual 
case histories of instances where the wrapping 
methods described have been used. In addi- 
tion, it gives tables listing the physical and 
electrical properties of the tapes. 


Automatic Elec. Issues Booklet 
A=: color-illustrated folder released by 

the Automatic Electric Company, 1033 W. 
Van Buren street, Chicago 7, Illinois, explains 


how private, “inside” business telephone sys- 
(Continued on page 34) 








METER SEALER 


e@ Complete with wire snips. 

Sturdy steel, with powerful 

leverage. yet lightweight. 

Flat lettered dies included. 
6. (with slotted or recessed 
ies 86.75) 


ment, that greater overall good would result, 
both to American industry as a whole and to 
themselves, if the various educational and pro- 
motional programs heretofore carried on by 
the individual companies were coordinated and 
supplemented in cooperation with an agency FREE Catalog. 
equally concerned with the interests of all. 
Membership in the Council will be open to 


A. C. GIBSON CO., INC 
all operating electric utility companies and all 
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tems bring increased efficiency to large or 
small business organizations. The folder dis- 
cusses savings, installation, equipment, plan- 
ning, and offers free comprehensive survey. 


Conn. Lt. & Pwr. Orders 
Two New Units 


R. Knapp, president of The Connecticut 

¢ Light and Power Company, announced re- 
cently that the company has placed orders for 
two 75,000 kilowatt steam electric generating 
units. The first unit is scheduled for delivery 
in September, 1953, and will be installed in the 
company’s Montville plant. The second unit is 
scheduled for delivery in 1954 and will be in- 
stalled in the southwestern area of the state. 

In making the announcement, Mr. Knapp 
stated that the new generators will be the lar- 
gest to go into service in Connecticut. 


AGA Promotes New Sales 
Makers 


66P hues Ways To Achieve A Greater Gas 
Industry” is the title of a new brochure 
just issued by the Promotion Bureau of the 
American Gas Association under the PAR 
Plan. The attractive two-color mailing piece 
concisely and convincingly presents three time- 
ly campaigns designed to improve gas utility 
public relations and to promote year-round 
sales of gas. 

The sale of gas incinerators is the first 


method suggested for building good will with 
dealers and consumers. Improved acceptance 
of gas incinerators in Cleveland, Detroit and 
Pittsburgh in the short space of a year is used 
in the brochure as a strong promotional lever, 

Gas househeating also is stressed as a means 
of increasing gas industry prestige. Different 
sales, approaches are presented for gas utilities 
operating in areas of full restriction, partial 
restriction and in regions where gas is plenti- 
ful. 

Promotion of all-year gas air conditioning 
is offered as the third way of building up gas 
industry prestige. Sales training helps and 
consumer booklets are offered with each of the 
three campaigns. 


Duquesne Light Plans to 
Spend $34,000,000 in 1952 


TT postwar construction program of Du- 
quesne Light Company is expected to ex- 
ceed $150,000,000, one of the largest improve- 
ment programs in Western Pennsylvania. 

Expenditures in 1952 will probably amount 
to $34,000,000. 


Empire District Elec. Has 
$14,000,000 Program 


| apatages District ELectric CoMPANY expects 

to invest about $14,000,000 in the next 

three years in new facilities, including a 40,000- 
(Continued on page 36) 
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without cost. 
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corporate finance and 
stockholder and public relations. 


useful items 
The five Lincoln booklets on S.E.C. matters are supplied 


They are Federal Laws, Form S-1 
(registration statement), Regulation S-X (financial state- 
ments), Regulation C (registration procedure), Regulation 
X-14 (proxy rules). A request on your business stationery 
will bring these useful items to you promptly. 


L q N C re ] L WN financial printers 


NEW YORK (6): 
CHICAGO (5): 


130 Cedar Street * WOrth 
732 Sherman Street * WAba 


Specialized service in all 
documents relating to 
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=[Satisfaction 


artial 
lenti- 


‘pall the way 
with Dodge!” 


. . says F, F. WASSER 


South Carolina Electric & Gas Co. 
Columbia, S. C. 


Du- 
) ex- 
rove- 


ount 
pects 
next 


all sizes, from 14-ton through 3-ton, for 
over 15 years. 










‘I guess that speaks for itself. There’s 
ben satisfaction all the way with 
Dodge! Maintenance cost is less than 
he average of other trucks we use!” 









Dodge ‘‘Job-Rated’’ trucks are serving 
many utility companies with the thor- 
ough satisfaction expressed by Mr. 
asser. They will save time and work 
and money in your service, too. 








or example, you get a money-saving 
igh-compression engine with 4-ring 
pistons, chrome-plated top rings and ex- 
haust valve seat inserts. You also get ex- 
teptional handling ease, braking safety, 
















‘We have been using Dodge trucks of 
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cab comfort, and other advantages. 


What’s more, Dodge trucks offer gyrol 
Fluid Drive—available on 14-, 34- and 
1-ton models—to give you smoother per- 
formance, save wear, lengthen truck life. 


Your friendly Dodge dealer will be 
happy to tell you more. 


d TRUCKS 
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kilowatt addition to the Riverton, Kansas plant 
now under construction at a ~~ of more than 
$7,000,000. The new unit is scheduled to be 
put in operation late in 1953. 


New Link-Belt Booklet 
On Bulk-Flo Conveyors 


A™™ booklet (No. 2475) of information 
on Bulk-Flo conveyors and elevators has 
been published by Link-Belt Company and is 
ready for distribution. 

The booklet contains photographs of the 
Bulk-Flo in a wide variety of applications, to- 
gether with typical layout drawings, engineer- 
ing data, calculation tables, charts, and formu- 
las. Over 150 materials are analy zed for aver- 
age weight and such characteristics as size, 
flowability and abrasiveness. 

Copies of the booklet will be sent to in- 
terested readers on request. 


Kansas Gas & Elec. Expects to 
Spend $41,000,000 


Ke A™s4s Gas & ELectric CoMPANY expects 
to spend $41,000,000 on improvements for 
1952 through 1954, according to Murray F. 
Gill, president. This is in addition to $7,000,000 
spent for new facilities last year, he said. 


A-C Issues Three Centrifugal 
Pump Filmstrips 


ow available through Allis-Chalmers gen- 

eral machinery division district offices is 
the first in a series of a new educational serv- 
ice to industry in the form of three 35mm 
sound filmstrips on centrifugal pumps for 
showing before interested groups. 

Titles of the three films, each with a run- 
ning time of about 30 minutes, are “How and 
Why of Centrifugal Pumps,” “Pump Mainte- 
nance,” and “Covering All Angles.” This lat- 
ter describes the selection of a pump and gives 
information required to figure its installation. 

Requests for showings of any of these film- 
strips should be made to the nearest Allis- 
Chalmers general machinery division district 
office. 


Bulletin on Temperature 
Measurements in Stations 


ya POLIS- HONEYWELL REGULATOR Com- 
PANY has issued Instrumentation Data 
Sheet No. 9.1-11, which discusses temperature 
measurements in power generating stations 
with the use of thermocouples and continuous 
balance type potentiometers. 

Included in the four-page pamphlet are de- 
tails on the importance of accurate tempera- 
ture measurement, design details of button- 
welded thermocouples, and _ constructional 
features of continuous balance potentiometers. 

Copies of the literature may be obtained 
from the manufacturer, Station 40, Wayne 
and Windrim avenues, Philadelphia 44, Penn- 
sylvania. 


Conn. River Power to Build 
$50,000,000 Unit 


( Seeereres River Power CoMPANy will 
begin construction late this year of a 
$50,000,000 hydro-electric development at Lit- 
tleton, New Hampshire. 

Rufus L. Nelson, vice president, said the 
project will double the system’s present total 
investment in New Hampshire. 


New Building Facilities Added 
To G-E Transformer Plant 


i hme new buildings have been added to 
the General Electric Company’s Trans- 
former and Allied Products Division facilities 
at Pittsfield, Massachusetts, Francis E. Fair- 
man, Jr., general manager of the Division, 
announced recently 

The buildings. which cost more than $6,000,- 
000, have provided 94,520 square fect more 
floor space. Operations in tle new buildings 
include manufa°ture of laminated cyclinders 
for insulating transformer coils, production of 
copper conductors for transformers, and test- 
ing of high voltage bushings. 


Ohio Pwr. to 


HE Oun10 Power ComPAny plans to spend 
$47,500,000 during 1952 for construction, 
according to Harold Turner, vice president. 
Coupled with anticipated expenditure oi 
$50,700,000 in 1953, the two-year construction 
budget stands at an unprecedented $98,200,000. 


Spend $98,200,000 


New Insulating Compound 


C= CABLE CorporATION has announced 
the development of a new insulating com- 
pound suitable for operating temperatures of 
Minus 60°C to Plus 120°C. This material has 
been designated as HLT 500. 

Complete information and engineering data 
may be obtained from Chester Cable Corpora- 
tion, 521 Fifth avenue, Chester, New York. 


New Aluminum Connectors 


32-PAGE catalog, T7&B Method Compres- 
sion Joints for Copper and Alummum 
Cable, has been issued by The Thomas & 
Betts ‘Company. Showing new Aluminum con- 
nectors as well as copper fittings, it is 0! 
special interest now that aluminum cables are 
finding increasing use. 
Copies of the new bu 
tained from the manufacturer, 
street, Elizabeth, New Jersey. 


Bulletin 67 may be ob- 
38A Butler 


Safety Sign Division Expands 


HE SAFETY SIGN Drvision of Eastern 
Metal of Elmira, Inc., Elmira Heights 
New York is rapidly expanding operations, 
according to Burleigh Names, president. 
The new line of eye-catching safety signs 
is illustrated in a descriptive brochure, av: ail- 
able on request. 
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Little blocks, say 2’’ x 4’’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson's real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO,, 
5s! 


2424Formers Bank Building 
Pittsburgh 22, Penasylvesia 


it’s faster to hang a wall than 


PITTSBURGH, 








Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 14" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12"' dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectur 
expression. 


PA. 


Offices in 50 Principal Cities 
World-Wide Building Service 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


GAS 
SYSTEM 





The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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The ONLY Improvement Ever Made 
in Meter Reading! 








M Mark Sensing Makes the Meter scription errors, because IBM electronic 
Reader's Job Easier and electric machines take over where the 
= ” meter reader leaves off—speeding the job 


mply by making several short pencil from start to finish. 

arks on the face of this IBM Card, the This is just one of the many IBM con- 
eter reader is spared the trouble and in- tributions to utility accounting. Write 
nvenience of having to subtract and Dept. D for a copy of the 1952 edition of 
ake longhand entries. IBM Customer Accounting for Utilities. 


No longer does the Ac- 
ounting Department com- 


lain about his arithmetic 
tthe legibility of his hand- | a M INTERNATIONAL BUSINESS MACHINES 
titing. And no longer is 590 Madison Ave., New York 22, N. Y. 


ere a possibility of tran- vaaet wane 
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THINGS ARE HAPPENING 


in Gas Control 








Two-Stage Flame 
Control 
Temperature modulates 
in 2 stages from high 
to low . . . back to 
high, if necessary, 
to maintain steady, 
even heat. Practically 
eliminates “cold 70." 


Completely Silent 
No annoying operating 
sounds. Minimizes 
flame ignition and 
extinction noises. 
Positive action . . . 
without hums, clicks 
or bangs! 


Single, Compact 
Control 
One-unit installation 
replaces four or five 
controls, with all their 
connections and pipe 
joints. Simple to install; 
Instantly Convertible easy to service. 
Basic, manual control, 
with 2 kits available 
for conversion to 
automatic operation. 
Quickly convertible for 
thermostatic operation 
+. in the plant or in 

the field. 


With GASAPACK 
2 
4“ 






Want satisfied gas appliance customers? Make pact control eliminates old-fashioned hookups. 
sure every gas-heater installation is made with Builds customer geod will. Provides completely 
the revolutionary Gasapack. This simple, com- silent, safe, dependable operation. 


ress 2 2. 8’ ee: Seer eee eee for modern gas heating 
A-P CONTROLS CORPORATION 


(Formerly Automatic Products Company) 
2470 N. 32nd Street © Milwaukee 45, Wisconsin ¢ In Canada: A-P Controls Corporation Ltd., Cooksville, Ontario 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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1888...DEPENDABLE BATTERIES FOR 64 YEARS...1952 








Main building will be 675 feet 
long, with boiler area covering - 
space of 338’ x 180’. 


dd 
a Me 


Switchyard, 800 feet long, will 
handle the power switching of 
other stations as well as that of 


Contra Costa. 





One of the banks of 60-cell FME-17 Exide-Manchex Batteries in 
Contra Costa Plant, a duplicate of those in Moss Landing Plant. 


. 


IN P.G. & E.’s GREAT NEW CONTRA COSTA PLANT 


Exide-Manchex Batteries 


At Antioch, California, another giant unit 
of the Pacific Gas & Electric Company’s 
vast system is nearing completion. It’s 
the big Contra Costa Plant, equalled 
west of the Mississippi only by its power 
twin, the company’s Moss Landing Plant 
at Monterey. 


Officially placed in operation in July, 1951, 
the Contra Costa Plant will be producing 
at full capacity in 1953, when it will add 
770,000-hp to the company’s 58 hydro- 
electric and 17 steam plants now in opera- 
tion. All plants are interconnected and form 
one of the largest power pools in the world. 


In both the Contra Costa and Moss Landing 
Plants, are Exide-Manchex Batteries... 
used by many utilities because they assure: 


POSITIVE OPERATION: Dependable performance at 
ample voltage with no switching failures. 
INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power for all 
other control circuits and for emergency lighting. 
LOW OPERATING COST: Extremely low internal 
resistance. 

LOW MAINTENANCE Costs: Water required about 
twice a year. No change of chemical solution 
needed during life of battery. 

LOW DEPRECIATION: Sturdy, long-life construction. 
GREATER CAPACITY in a given amount of space 
avoids overcrowding. 

These features combine to make Exide-Manchex 
your best battery buy for all control and sub- 
station services. 
THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 

“Exide” and ““Manchex" Reg. Trade-marks U.S. Pat. Of. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











Tae American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


in Space Heating and Industrial Processing 
at. District and Municipal Heating 
10 E. 39th St., New York 17, N. Y. 











CONSULTING ENGINEERS 
, Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 


























" 4706 BROADWAY Since 1915 KANSAS CITY 2, MISSOURI 

1g. 

ral 

— DAY & ZIMMERMANN, INC. 

- ENGINEERS 

mn. NEW YORK PHILADELPHIA CHICAGO 

ice DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 

ex 

; 9 

ford, Bacon & Davis 
0. VALUATIONS Jfqq ine CONSTRUCTION 
REPORTS RATE CASES 

NEW YORK @ CHICAGO e LOS ANGELES 

1952 
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GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 


GA GILBERT ASSOCIATES 














INCORPORATED 
ENGINEERS * CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON © PHILADELPHIA + ROME « MANILA + MEDELLIN 


FOUNDED 1906 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 


JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. , 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 


























Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 0611 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











Mention the FortNiGHTLY—I¢ identifies your inquiry. 
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JENSEN, BOWEN & FARRELL 
ENGINEERS 
NN ARBOR, MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








She huljian Coyrouriion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
_ Utility Management Consultants Specializing in REGULATORY 
A 
ohare COST ANALYSIS “"esainnt 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











Pioneer Service jacana Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











° Designing: gineering + Construc 
Outstanding yl 

tion + Pipin abe inpment « Surveys 

in the * Plans + Steam or Diesel Power 

Plants, Alterations, Expansion 


Industry "DESIGN + ENGINEERING - CONSTRUCTION 
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THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA, 








SANDERSON & PORTER Sap 


ahem 
CONSTRUCTORS 





Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 








REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
ALBRIGHT & FRIEL, INC. EARL ® CARTER 


FRANCIS S. FRIEL 


Consulting Engineer 
Consulting Engineers 


REGISTERED IN INDIANA, NEW YORK, OHIO, 


Water, Sewage and Industrial Waste Problems PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Airfields, Refuse Incinerators, Industrial Buildings Public Utility Valuations, Reporte and 
City Planning, Reports, Valuations, Laboratory Original Cost Studies 

121 SOUTH BROAD STREET PHILADELPHIA 7 910 Electric Building Indianapolis Ind. 




















BOOY-SENJAMIN ENGINEERS, CONSTRUCTION AND 


ASSOCIATES, Inc. MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSULTING ENGINEERS 
Power y Design, Specification and 


nstruction Supervision G CONSOLIDATED 
ees, -|- Yt GAS anv SERVICE CO. 
28 WEST ADAMS ° DETROIT 26, MICHIGAN 327 So. LaSalle St., Chicage 4, lil 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Reporte 
ports 





Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


A. S. SCHULMAN ELEctTric Co. 
Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. HARZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





Testing + Inspection « Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York ¢ Philadelphia * Providence * Dallas 



























LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 


Rate Case Investigations 
Revenues and Expenses Examined 
919 Eleventh Street, N.W., Washington 1, D. C. 
Telephone: National 7793 





WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 


Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 

309 Munsey Building 

Washington 4, D. C. 











Mention the FortNIGHTLY—I¢t identifies your inquiry 
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w Pacific 


¥ medium sized 


Reliability ... Durability... 
Resistance to Corrosion-Erosion 


Dependable Performance and the 
Highest Factor of Availability 
at All Times 





MULTI STAGE TYPE JBF 


Capacities To — 1000 GPM 
Discharge Pressures To — 1000 psi 


oo & 


eeeeeeeeeoceeeeeeeeeee 


on Electric Motor Drive To 3600 RPM 
. Steam Turbine Drive To 5000 RPM 
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Capacities To — 500 GPM 

Discharge Pressures to 1100 psi 

STEAM To 900 psi Pressure — 850° F. TT 

‘9 Exhaust Pressures To — 50 psi 
; Speeds To — 10,000 RPM 
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Dacific Pumps inc. 


HUNTINGTON PARK, CALIFORNIA 
Export Office: Chanin Bldg., 122 E. 42nd St., New York 








Peak-load capacity released quickly 
economically by G-E switched capacitor 


Capacitor equipments can be supplied 
on short delivery ... some at a cost of 
less than $6.00 per kvar .. . installed 
in a matter of hours 


Capacitors continue to prov ide one of the fastest. 
cheapest ways to release system capacity. By 
raising voltage levels and reducing system cur- 
rent for a given load. they can free the system 
for the delivery of more kilowatts —at a fraction 
of the cost—and ina fraction of the time-—it 
would take to add new system capacity. 

Where you have already installed a high per- 
centage olf fixed capacitors or where your 
kilovar loading varies widely in any 24-hour 


period it will pay vou to investigate the use of 


switched capacitors to alleviate peak conditions. 

Automatically-switched General Eleetric ca- 
pacitors can he supplied on short delivery —for 
as little as $5.06 per kvar. They ean be installed 
on your distribution feeders or at the substation 
—in a matter of hours. And they provide one 
of the least expensive methods of releasing 
system capacity. 

For information on how switched capacitors 
can help you to meet today's climbing loads. 
eall your nearest G-E Apparatus Sales Office. 
Or write to Section 407-36E. General Electric 
Company, Schenectady 5. New York. 
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FLEXIBLE KILOVAR SUPPLY. Where kilovar loading 
varies widely in any 24-hour period, G-E switched 
capacitors can supplement fixed capacitors in provid- 
ing economical kilovars. (Ruled area shows kilovars 
furnished by synchronous condensers or generators.) 


ON DISTRIBUTION FEEDERS. Pole-mounted G-E automaticd 
switched capacitors are used by many utilities to bring kilo 
supply close to load. These factory-asse.nbled units cost 
little as $5.66 per kvar. 


AT THE SUBSTATION. General Electric switched 
equipments can be used in large banks to supply bu! ki 
Completely-enclosed equipments like this 5100-kva 
volt bank installed by Metropolitan Edison Co., 

as little as $7.00 per kvar,. 





